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Al os BY Message rom the President 


| 4M glad to have this opportunity to extend to every member of the 

Society, and to the many readers of “The Australian Accountant” 
throughout the Commonwealth and overseas, my sincere good wishes 
for a Happy Christmas and a Peaceful and Prosperous New Year. 


At this season it is customary to indulge in some measure of retros- 
pection, and in doing so on this occasion one feels justified in claiming 
that the year now fast drawing to a close may be regarded as one of the 
most important periods in the history of our profession in this country. 


To us the outstanding event has been the complete implementation of 
the plan to unite three major bodies, thus bringing into existence an 
organisation of some 17,200 members representing all branches of the 


profession. 


The consolidation of these interests has entailed a vast amount of 
administrative work, but all concerned have co-operated to the full, and 
one is confident that the foundation for future development has been 
well and truly laid. 


I tender my grateful thanks to the Councillors, Registrars and 


| staff for everything they have done to further the interests of the 
" Society since its inception. 


—C. R. HICKING 
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Credit Control 
An outline of its operation 
By W. K. O'BRIEN, A.AS.A. 


GREAT deal has been written 

about the specialized operations 
of accountants in commerce, industry 
and public bodies. The profession is 
tending more and more to subdivide 
and classify itself into widely divergent 
groups, bound by a common interest, 
but possessing very different functions 
in their service to management and 
society. 

The field of the specialist accountant 
is apparently here to stay, and is amply 
illustrated in the costing and taxation 
fields as well as in credit and collection 
work. 


Credit control could be defined as the 
application of elementary principles of 
solvency and the use to best advantage 
of available liquid resources; both of 
which are allied with the means of en- 
suring that debts are collected when 
due. 


The small business man is perhaps 
the best judge of the advantages of a 
sound credit policy, as many have 
learned by the hard teacher of experi- 
ence. These men know that the matter 
does not start and finish at waving a 
blue form in front of a debtor, saying 
“payment in full or else...” The 
ramifications of credit are understand- 
ably more involved in a business of any 
size and usually necessitate the use of a 
special department. 


Credit is inextricably bound with 
such vital functions as sales, purchases, 
output, expansion and even dividend 
payments, as it is not uncommon to find 
that profit has been locked up into 
fixed and semi-permanent assets and 
stock. Whilst there are decided ad- 
vantages in borrowing funds for busi- 
ness operations, it is more economically 
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sound to use the present capital avail- 
able for trading or expansion. This is 
said in a larger sense as a means of 
illustrating that the maintenance of a 
good collection policy can vitally affect 
a business by providing funds for pro- 
per use. Proper regard would, of 
course, be had to undercapitalization, 


Sales. and its companion, business 
goodwill, must be acknowledged as the 
life blood of a business, and these 
should not be hampered but helped by 
all departments. A slow payer is not 
always a bad customer, and, whilst 
collection must be attained, this should 
not be done at the expense of losing 
not only that debtor’s trade but per- 
haps several other prospective cus- 
tomers. Of course, this could be car- 
ried to the extreme, and it is not ad- 
vocated that sales should be increased 
at the expense of a large bad debt list. 


As one business man put it, “Things 
are bad: the people who used to buy 
and not pay, aren‘t even buying any 
more”. An efficient credit department 
can do much to assist selling depart- 
ments by the use of judiciously-worded 
collection letters, assisting in the 
straightening out of statement queries, 
and following up with supplying de 
partments to obtain often overdue 
credits for overcharges, goods re 
turned, etc. Knowledge of these mat 
ters is often conveyed firstly to the 
credit department when payment of al 
account is made. 


The prime function of a department 
of this nature is to secure a satisfactory 
rate of debtor turnover, which 
vary in ratio depending on the type of 
business conducted, and accordingly 
no hard and fast relationship could be 
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CREDIT CONTROL—Continued 


laid down. This ratio is just as im- 
portant as the stock-turn one. 


Before debts are incurred responsi- 
bility for granting of credit should rest 
with the credit department. Here ac- 
counts are opened by interested buyers 
only after they have been interviewed, 
and have presented references or intro- 
ductions from other business houses 
with whom they trade, as well as bank 
references. When interviewing a per- 
son as either a prospective client, or 
in an endeavour to obtain payment of 
an old account, a great deal of know- 
ledge of psychology and physiognomy 
is needed. The debtor may have called 
in response to a written request to 
explain his financial position. Such 
questions as capability as a business 
man, honesty, and integrity are to be 
decided and useful information has to 
be gleaned in order to decide the issues 
at stake. Not all interviews are col- 
lection ones, however, and in these 
general discussions a ready smile and 
helpful service are the selling attri- 
butes which must be to the front. 


A credit manager could, with con- 
stant striving, become a cynic and per- 
haps lose faith in human nature, but 
this is to admit defeat; and, on the 
other hand, it is both of interest and a 
moral booster to watch a small business 
man expand or a “bad pay” turn and 
keep to the “straight road”. 


An over-zealous sales department 
will often sell first and question ability 
to pay afterwards, perhaps without 
even seeking credit guidance from with- 
in its own organization. It then be- 
comes necessary to obtain information 
from trade sources and the organiza- 
tions functioning for that purpose, and 
then take appropriate steps to ensure 
that payment is made on due date. 


A ready flow of information is 
usually given freely, amongst even 
rival firms, as to a person’s credit 
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standing, and this is indeed helpful, 
especially when large amounts are in- 
volved. 


A ledger record by symbol or separ- 
ate index may be kept of a customer’s 
credit classification (perhaps with 
other useful information) as a guide 
for quick response to a counter enquiry 
for supply, or for use when considering 
special terms, etc. Most retail firms 
have a system of reference to the 
credit department before delivery of 
goods; and, although some “short-cut” 
methods are in vogue, direct individual 
telephone calls between departments, 
with perhaps minor modifications, is 
the best and surest method, as matters 
such as authority to purchase are also 
involved. 


The prominent recording of a notori- 
ously slow payer or one against whom 
legal action and/or bankruptcy pro- 
ceedings has been taken, is needed. 
With these, a known abbreviation such 
as “C.0.D. only” or “C.B.D.” (cash 
before delivery) could be used, on the 
ledger sheet preferably, to ensure that 
future sales are made on this basis. 
Collection. 


Collection itself is more of a routine 
nature, involving for amounts of under 
(say) 30/- the use on monthly state- 
ments of small gummed reminders ap- 
propriately, but shortly, worded. Half 
a dozen different types of these “stick- 
ers” would be sufficient to cover most 
cases, depending upon the state of the 
account and the volume of business 
done. For amounts larger than this, 
letters are more economically dupli- 
cated in series, running in form, from 
the “We feel sure you have overlooked 
...” to the “legal action” type. These 
letters are worded to cover most cases 
and need only the insertion of a few 
words. As soon as the account be 
comes overdue the first of the series is 
sent, and this is followed with the other 
progressively stronger-worded forms 
until payment is made. These letters 
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CREDIT CONTROL—Continued 


may be sent by reviewing the ledger 
sheets monthly (or more often) and 
having letters prepared as required 
from a perusal of each account. This 
is perhaps the ideal method, as it 
enables the officer to obtain an overall 
picture of the accounts and their move- 
ment, as well as to correct errors in 
the recording of name and address, 
posting entries, etc. Such errors are 
often very evident to the practiced eye. 
However, there is very seldom time for 
this detailed work, and the stereotyped 
letter may be prepared by obtaining, 
each month, the required information, 
viz., name, amount due and months 
overdue, from the backing sheet used 
with accounting machines (suitably 
adapted). 


The monthly statements (ready for 
mailing) would be an easy means from 
which to prepare the letters, but in 
order not to delay the forwarding of 
these, other methods such as the above, 
are availed of. Punched-card account- 
ing, with its automatic and amazingly 
fast segregation of information, con- 
cerning, amongst other things, the state 
of an account, make for efficiency in 
prompt forwarding of collection letters. 
Under this method statements may be 
sorted by the machine in a matter of 
minutes, into neat piles of, say, one 
month, two months’ overdue, etc. 

Whatever the system of accounting 
or collection, it is advantageous to have 
the account-rendered portion of the 
statement dissected into the various 
periods of months overdue. A volume 
of trading, with part payments, tends 
to cover up an overdue account, but 
dissection discloses this and also is use- 
ful for statistical purposes. The aver- 
age debtor is more inclined to place a 
dissected statement nearer his cheque 
book, especially when he has received 
reminder letters. 

When a stereotyped letter has been 
sent, it is necessary to ascertain in, say, 
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two or three weeks whether payment 
has been made and if not, to forward 
another letter of a more demanding (or 
cajoling) tone. Thus it is seen that 
a record of the dispatching of the first 
and subsequent letters must be made, 
and there are many systems in vogue 
to do this. The obvious one of copies 
and individual files is a sure one, or the 
information may be _ included on 
the backing sheet of the accounting 
machine without letter copies being 
made. A further method would be 
that of filing letter copies, not in name 
order, but in date order, in bulk, to 
facilitate follow up, or the information 
may be recorded on a desk calendar. 
Whichever method is used, automatic 
follow up is essential so that an over- 
due account is not overlooked. Legal 
action would follow lack of response 
when the full series of “form” letters 
have been sent. A multitude of varia- 
tions to these methods is available and 
can be adapted, as required, to the 
needs of business, having in mind con- 
tinual improvement. 


Obviously these impersonal (al- 
though individually addressed) letters 
would not suit every case, and this pro- 
duces the need to dictate letters where 
warranted. 


In selected cases, collection may more 
easily be made by a direct telephone 
call, and firms such as soft drink manu- 
facturers and some wholesalers have 
their salesmen-drivers collect payment 
as the goods are delivered. It is found, 
too, that some insurance companies 
have variations of this direct collection 
method. 

Allowance of discount for prompt 
payment is a good “bait” to obtain 
early payment, but this is dependant 
upon particular trade usage as well as 
upon management policy. 

Although the threat of “interest at 
8% charged on overdue accounts” is 
often printed at the bottom of monthly 
statements, this cannot legally be en- 
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forced unless prior agreement to charge 
and pay same has been made. 


Legal Aspects. 

The issue of a summons, which, if 
not satisfied, may be followed by a war- 
rant of execution, is a matter for a 
solicitor. Under the latter, free assets 
of the debtor may be seized in order to 
liquidate indebtedness. One of the 
most important available acts of bank- 
ruptcy is non-payment of a judgment 
summons, and this provides a ready 
means for bankruptcy proceedings. 
The matters leading up to, and attend- 
ance at, creditors’ meetings necessitate 
a full knowledge of the Bankruptcy 
Act, with its several alternative 
methods, in order that the firm’s inter- 
est may be advantageously secured. 
Company law, contracts, agency, bills 
of exchange, Stamp Act, partnership, 
mortgages, executorship, insurance and 
hire purchase, etc., are other matters 
involved daily in the operation of a 
credit department. 


The need for security in the form of 
a Bill of Sale or Mortgage, with its 
associated peculiar problems, is not 
evident in many businesses other than 
those whose principal function is to 
lend money. Cover of this nature may 
be availed of by any creditor who finds 
it unwise or impractical to enforce pay- 
ment by legal process up to a warrant 
of execution or sequestration. 


Reference to registered lien holders 
in the case of proceeds of sale, or the 
ascertaining of a valid title to goods 
about to be purchased (including a 
check for a possible’ registered hire- 
purchase agreement) are also matters 
of prime concern in view of obliga- 
tions with which a purchaser may be 
involved. The holder of a registered 
bill of sale over another person’s wool, 
stock, crops, plant, etc., has to have 
the proceeds of sale of such goods re- 
ferred to him, when he may claim them 
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for himself. If proceeds are not re- 
ferred, the bill-of-sale holder has full 
recourse to the agent/seller of the 
goods. 


The compilation of information re- 
garding these registrations is a job on 
its own and would not normally war- 
rant the work involved, as the indi- 
vidual information can be obtained 
from organizations functioning for 
that purpose. Large firms (more es- 
pecially wool, stock and produce con- 
cerns) employ a staff to keep this in- 
formation up to date for ready and 
frequent reference. 


Various Acts govern these legal 
matters, and it is not the intention to 
enter here into a discourse upon them, 
although the above matters, as well as 
the occasional need for the lodging of 
a caveat, require mention because of 
their association with credit operations. 


Hire Purchase. 


One large furniture manufacturer 
and retailer once told shareholders that 
their company was making more pro- 
fits from selling money (in hire-pur- 
chase agreements) than in selling fur- 
niture, so that this type of business can 
be a lucrative side-line for many, and 
needs the attention of the credit 
department. 


If funds are available to carry this 
business, ascertainment of credit risk, 
drawing up a proper agreement, and 
the necessary stamping and (gener- 
ally) registration as well as comput- 
ing interest and checking automatically 
for unpaid instalments, need careful 
handling. There is also thought to be 
given to possible repossession. Hire- 
purchase work, if underwritten from 
an outside source, is relatively an easy 
matter and may be carried out on in- 
dividual agreements or in bulk: how- 
ever, the retailer is then more often 
called upon to have the agreements 
completed with the hirer, who is not 
interviewed by the hiree. 
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Consignment stock, accounts current 
and, in a very few cases, joint-venture 
accounts, are to some measure also 
conducted by the credit department 
although the main operation of these 
accounts would come from other sec- 
tions. 

Some mercers conduct what, for con- 
venience, I shall call “weekly payment 
charge accounts”, where a credit limit 
is arranged generally by a wage 
earner, paying in, say, 30/- every week. 

Associated with this, would be lay-by 
systems, both designed to boost sales 
and assist in the use of available credit. 
Budget. 

The preparation and use of the finan- 
cial budget hinges to a large extent on 
the credit department. From the fig- 
ures prepared, the source is evident 


and the application of such may be 
adjusted with the budgets of the other 
departments. This important task 
and the keeping of the actual within 
reasonable limits is one of manage- 
ment’s biggest jobs, as methods of bor- 
rowing for estimated needs can be pre- 
pared well in advance and appropriate 
steps taken to secure funds. 

The use of available resources is one 
for executive management, but the 
organization necessary to attain within 
the department maximum efficiency in 
collection and reduction of bad debts 
calls for a thorough method of credit 
control. 

Of necessity, much has been unsaid, 
as the scope of credit control is un- 
limited, but the field I speak of lends 
itself to our profession and makes, by 
virtue of its variety, an interesting 
vocation. 





TAXATION BOARDS OF REVIEW DECISIONS 


The Commonwealth Taxation Boards of Review have just published 


the 14th and the 15th Volume of their decisions on Taxation matters. 
These two volumes now complete the series designed to cover decisions 
made by the Boards prior to June 30, 1950, when a new series of pub- 
lications commenced. 


As in the case of the previous volume, Volumes 14 and 15 contain 
full reports of each case. Volume 14 contains 713 pages of text, Volume 
15 contains 737 pages, and each volume includes a table of cases cited 
and a ful] index. 

Each volume deals with assessable income, claims for deduction, 
ete., under the Income Tax Assessment Acts. 


Cases arising under Gift Duty, Estate Duty, Sales Tax and Pay-Roll 
Tax, are also included. 


Volume 14 includes 67 cases and Volume 15, 90 cases. Reports on 
these cases contain reasons given by the Boards in arriving at their 
decisions and will be of. great interest to businessmen, accountants and 
taxation specialists, 


Copies of each volume are on sale at the Taxation Department — 
Price 27/6 each. 
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Fine Points of Commercial Law 
By E. H. COGHILL, LLM., (Librarian of the Supreme Court of Victoria) 


Bankrupt Failing to Make 
Disclosure 


Y THE Bankruptcy Act s. 210 (1), 

it is provided that “any bankrupt 

who (a) does not . . . fully and truly 

discover to the trustee all his property 
. shall be guilty of an offence.” 


The case of Calegeros v. The Attor- 
ney-General, 1953, A.L.R. 841, deals 
with some minor points relating to this 
provision. Bankrupt was concerned in 
the illegal importation of American 
cars, and was asked what he had done 
with £4,500, the proceeds of sale of one 
of them, which had been paid into his 
bank account and withdrawn later, but 
before his bankruptcy. His answer was 
that the car really belonged to one 
Keketes, that he had paid this money 
to Keketes, and he produced his re- 
ceipt. 


Clyne, J., having found that the 
money had not been paid to Keketes, 
and that the receipt was forged, held 
that the bankrupt had infringed sec- 
tion 210 (1) (a) and sentenced him to 
imprisonment. 


He appealed to the High Court, and, 
having failed to convince the Court 
that Clyne, J., was mistaken on the 
facts, he raised two points of law. 


The first was that “property” in this 
provision means property which passes 
to the trustees on the sequestration, 
and not property of which the bank- 
tupt has disposed before the bank- 
tuptey. It is well settled that the Eng- 
lsh Act is not so limited, and although 
the wording of our Act is different, the 
Court refused to hold that it was re- 
stricted as suggested. 


The other point was that section 210 
does not apply to a public examination. 
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The Court agreed to a limited ex- 
tent. The Bankrupt is under no duty 
to volunteer information at his public 
examination —or rather, it is not a 
criminal offence under section 210 (1) 
(a) if he does not do so. But if he is 
asked, he must answer, and answer 
truthfully. In this case, he was so 
asked, and though he did answer, he 
did not answer truthfully. Therefore, 
the appeal failed and the conviction 
stood. 


Insurers’ Duty to Rebuild 


HE purpose of insurance being to 

indemnify the actual sufferer 
against his loss, it is obviously unjust 
that when several persons are inter- 
ested in the one building, and that build- 
ing is destroyed by fire, the whole of 
the insurance money should be paid out 
to the person in whose name the policy 
stands, whatever his interest may be. 


Accordingly, it has been provided for 
many years that in such circumstances 
any person interested may call on the 
insurance company to apply the policy 
money in reinstating the building so 
far as that money will go, so that the 
position of all partes should, theoretic- 
ally, be the same as before. 


The recent Victorian case of Ken- 
nedy v. Boolara Butter Factory Pty. 
Ltd., 1953, V.L.R. 548, turns on the 
application of this legislation, when 
property has been sold but is not yet 
fully paid for. 


The relevant provision in Victoria 
is the Supreme Court Act 1928 sec. 62, 
which provides that it shall be lawful 
for insurance companies and they are 
authorised and required (all which 
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FINE POINTS OF COMMERCIAL LAW—Continued 


verbage means that they shall) when 
asked by any person interested in any 
house or building burned down or dam- 
aged by fire, cause “the money for 
which such house or building has been 
insured” to be laid out in rebuilding 
the house or building as far as it will 


go. 


In this case, plaintiff bought its fac- 
tory from the defendant for £695 
(some factory!), paid £139 on account 
of the purchase price and had gone in- 
to possession. Defendant had insured 
the factory for £3,000, and this insur- 
ance was still subsisting and in the de- 
fendant’s name when the building was 
destroyed by fire. 


Plaintiff thereupon called on the in- 
surance company to spend £3,000 on 
rebuilding, and the insurance company 
objected that it was only bound to pay 
an amount equal to the amount of the 
loss which had been suffered, and if 
the value was less than £3,000, as 
would seem to be the case, that was all 
it was bound to lay out on reinstate- 
ment. 


Plaintiff pointed to the words of the 
section — “the money for which such 
house or building has been insured” 
and argued that this referred to the 
actual figure written on the policy as 
the amount of the cover. 


The Court, however, refused to ac- 
cept this argument. Normally, insur- 
ance is an indemnity, and in the ab- 
sence of some special agreement be- 
tween the parties, over-valuation does 
not entitle the insured to make a profit 
out of his fire. It would be strange if 
the mere fact that other parties were 
also interested in the property would 
mean that they would get back a better 
building than had been destroyed, or 
should be entitled to call on the insurer 
to lay out more than its value on re- 
instatement. 


Accordingly, the Judge started with 
the idea that it was the value of the 
property lost which must be applied in 
rebuilding. That figure was left to be 
decided in later proceedings, but he 
gave one curious direction. He decided 
that from the figures, when paid, must 
be deducted the amount which the pur- 
chaser had already paid £139. Other. 
wise the vendor would be paid twice! 


But I cannot follow this. When the 
whole price is paid, the purchaser, not 
the vendor, will own the property, and 
when he does, if this direction stands, 
he will have paid £139 for which he 
will have got nothing. 


A Lucky Break 


N Turnbull & Co. v. Mundus Trading 

Co., 70 W.N., N.S.W. 184, defendant 
sold to plaintiff 250 tons of oats, f.o.b. 
Sydney, on a ship to be nominated by 
plaintiff during January or February, 
1951, at a price of 7/4 per bushel. In 
January plaintiff nominated the 
“Afric” due to sail from Sydney about 
14th February. Defendant then busied 
himself trying to get the oats, but 
found that he could not obtain them in 
Sydney. He offered to supply them in 
Melbourne, but the “Afric” could not 
arrange to load them there, and finally 
he did not supply at all. 


Plaintiff, who had re-sold at 8/8 per 
bushel and had had to buy in at 10/4 
to avoid breaking his contract, natur- 
ally sued for damages, only to be met 
with the unanswerable defence that 
the “Afric” did not reach Sydney till 
March, and therefore he and not the 
defendant had broken the contract, for 
he had not nominated a ship ready to 
load during the period stipulated by 
the contract, namely, January and F 
ruary, 1951. What a lucky break for 
the defendant! 
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The Evolution of Scientific Management 


By D. W. PETHERBRIDGE, A.AS.A., AAJM. 


HETHER Management has been, 

now is, or ever will be, classed as 
a science is sometimes questioned. 
Speaking from a positive viewpoint we 
may point out that Science has been 
described, perhaps rather loosely, by 
Huxley, as “organised common sense”’. 


Nowadays people who are trained 
and practised in management tech- 
niques regard management as a pro- 
fession and if management problems 
are approached logically and analytic- 
ally they become scientific. Very few 
of the present recognised sciences are 
completely so, nor should it be ex- 
pected that a practiser of a science 
should be perfect in all his knowledge 
or practice. He should, however, be 
expected to be logical and analytical 
and that is what we expect of scien- 
tific management. 


The evolution of management prac- 
tice can be closely tied to the changing 
industrial environment. 


Firstly, in England, before the In- 
dustrial Revolution, we had an environ- 
ment where trade was carried on by 
crafts and guilds. A craftsman pro- 
duced the whole of his product and the 
craftsmen regulated their work fairly 
comfortably to suit current demand. 
There were no management problems 
as we know them in industry today. 
One development which was socially 
significant was that, with the growing 
aspirations and education of the work- 
ing man, the crafts joined together and 
became “closed”—and a system of ap- 
prenticeships came into operation. 


Management as a separate skill be- 
gan to arise with the advent of machine 
industry. The coming of machines to 
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industry over a period of but a few 
years caused a tremendous change in 
the social environment of the working 
people. For the first time, people be- 
came grouped together in work centres 
(with the exception perhaps of indus- 
tries geographically isolated, such as 
mines). 

Another change was that, according 
to the size of the work group, so was 
the tie between employer and employee 
weakened. Still another change was 
that people could become unemployed 
more easily and uncontrollably under 
the new factory system. 


Important to us here is that as the 
factories grew in size, there were re- 
quired more administrative workers, 
these people becoming what we now 
call management. This management 
body, as necessity required, was divided 
into separate functions and so we 
came to the stage when workmen never 
knew the complete manufacture of the 
product, and the management people 
never knew the complete administra- 
tive act. This was the “division of 
labour” of which Adam Smith wrote, 
another change in habit the working 
people had to absorb. 


In the division of management into 
functions, growth came only as oc- 
casion demanded. There was no body 
of technical or economic knowledge to 
guide its growth. 

In this environment, the two factors 
requiring consideration by employers 
of the day were:— 

(a) the necessity of keeping in the 
forefront of developments in 
machinery, which meant that 
much thought went into engin- 
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THE EVOLUTION OF SCIENTIFIC MANAGEMENT—Continued 


eering technology and _ the 
economic means of implement- 
ing those developments; and 


the necessity of being able to 
bring a labour force into the 
new machine factory and gain 
enough acceptance of the new 
work methods to secure produc- 
tion. 


As the laws of the land in England 
were not made to control this change 
of environment, employers had full 
rights to take any action deemed neces- 
sary to cope with both the above fac- 
tors. 

As engineering technology and busi- 
ness economics gradually took more of 
management’s attention, so the human 
relations side of business came to lack 
sufficient attention, so much so that 
eventually social pressures brought 


about laws restraining employers from 
carrying on some employment practices 


of the time. It would seem that at 
some time in the future, development 
in industry would be held up pending 
more satisfactory recognition of, and 
attention to, the human problem in in- 
dustry. This did occur, as will be seen 
later. 


However, as remarked above, by 
necessity a nebulous technique of man- 
agement did grow in industry. This 
method of management will be de- 
scribed later, in comparison with what 
came to be known as “Scientific Man- 
agement”. 

Before leaving the English environ- 
ment, it may well be remarked that even 
at this stage, the seeds were sown for a 
blending into manegement techniques 
of a proper relationship of the human 
side of industry to the engineering and 
economic side. This was the work of 
Thomas Owen, and later of Rowntree 
and others. The great war found men 
such as Rowntree, who recognised the 
problem of human relationships, right 
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on top of industrial know-how, and 
these men headed the bodies formed to 
secure wartime production. 


American Environment. 


When American industry began, pro- 
duction followed the English pattern, 
from craft guilds on to the same form 
of management as had grown in Eng- 
land. 


The industrial situation came to a 
significant stage, remarked upon by 
Calvin Colton in 1849 in his Public 
Economy for the U.S.A., in which book 
he posed and answered the question— 


“Ts it to be supposed that the almost 
innumerable small and weak manu- 
facturing crafts in this country, in 
the infancy of their existence and 
with all the imperfections of their arts, 
can maintain their position against 
the superior and more perfect arts 
of Great Britain, on the basis of 
Free Trade, when besides this dis- 
advantage, itself enough to break 
them, American manufacturers have 
to pay twice as much money for 
labour? It is preposterous to sup- 
pose it can be done.” 


Thus, American industry in those 
days with low industrial technique, 
high labour costs, inadequate finance 
and free trade, was unable to compete 
with the well established industries of 
Britain and Europe. 


As a result of this situation, Ameri- 
can industry was constantly endeavour- 
ing to obtain high production as 4 
means of reducing unit cost. The 
various managements used every tech- 
nique known to them to achieve this. 
By 1880, there were quite a number of 
wages plans in operation based on pay- 
ment by piece and various incentive 
wage schemes. 
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The Work of F. W. Taylor. 


Taylor, an American born in 1856, 
was apprenticed in a machine shop in 
1874, and in the eight years after his 
apprenticeship worked with the Mid- 
vale Steel Company as labourer, clerk, 
time-keeper, machinist, gang boss, 
foreman, assistant engineer and chief 
works engineer. By night study he 
passed his M.E. degree and in 1885 
became a member of the American 
Society of Mechanical Engineers. 


Taylor was at all times imbued with 
the object of gaining production, and 
recognised that it was his duty as an 
employee to gain as much production 
for his company as was possible. Also, 
through having worked through all 
grades from labourer, he had a good 
insight into the attitudes and feelings 
of his work people. 

During his time as gang boss he came 
up against soldiering problems and had 
experiences which left bitter memories: 
he came to realise that the management 
practices of the day did not make it 
possible to gain high production with- 
out creating bad feeling with the em- 
ployees. 

He then worked on and proved the 
value of a new technique of manage- 
ment which he called the “Task Sys- 
tem”. His associates called it the 
“Taylor System”, and later it came to 
be called “Scientific Management”. 


Taylor had published three books 
dealing with his method of manage- 
ment, first, Shop Management, pub- 
lished in 1903, then Principles of Scien- 
tific Management” in 1911, and lastly, 
Taylor’s Testimony on Management be- 
fore a special committee of the House 
of Representatives in 1911-12. 

It appears that Taylor was the most 
vital force in developing new manage- 
Ment methods to cope with the prob- 
lems of the industrial environment of 
his time. 
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Initiative and Incentive. 


The best management practices to 
this time were the sum total of 
the evolution in both England and 
America, and Taylor called the method 
Management by Initiative and Incen- 
tive. The salient features of this sys- 
tem were :— 


1. The methods of work used were 
those methods brought to the job 
by the workmen employed. The 
men learnt their skills mainly 
from the men preceding them, per- 
haps in other factories, less often 
by apprenticeships. The know- 
ledge was subject to influences of 
the division of labour. There was 
no uniformity or study of method. 

2. Management recognised that 
workmen had the knowledge and 
knowhow and did not consider it 
a@ management prerogative to 
study method. 

3. Management recognised their 
function to attract as great a use 
of workers’ skills as possible by 
encouraging initiative and provid- 
ing incentive by either promo- 
tion, wages, hours of work and 
surroundings. 


Scientific Management. 


Taylor’s task system grouped the 
functions of management under four 
main headings, and when applied they 
overcame the drawbacks in the sys- 
tem of initiative and incentive. These 
four headings were :— 

1. Development of a science for each 
element of a man’s work, which 
replaced the traditional rule of 
thumb method. 

2. Scientfic selection and training, 
teaching and development of work- 
men. 

3. Management to co-operate with 
the men so as to insure that all 
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THE EVOLUTION OF SCIENTIFIC MANAGEMENT—Continued 


work would be done in accordance 
with the principles of the science 
developed. 


. Management to take responsibility 
for all aspects of the work for 
which they are better fitted, such 
as research, planning, method, and 
other activities. 


It was the combination of the initia- 
tive of the workmen with these four 
points that made Scientific Manage- 
ment so much more efficient than the 
older systems. 


In enlargement of the above four 
points :— 


1. Development of a Science for each 
element of the work. This re- 
required close observation of the 
work, materials used, tools used, 
method and motion study. Time 
studies were a new development. 


2. Selection and training of work- 
men. Psychological selection was 
not yet developed in Taylor’s day, 
but yet it was very obvious that 
selection could be made on the 
knowledge of physical and mefital 
abilities that was known at the 
time. Trained teachers were em- 
ployed under scientific manage- 
ment to carry out the training pro- 
grammes. 


. Management to co-operate with 
men to ensure that principles laid 
down are carried out. A helpful 
attitude was to be adopted by 
management, for example, when 
a man’s work deteriorated in any 
way, a trainer would help him 
back to the standard laid down, by 
checking the man’s method of 
work. Taylor called this aspect, 
one of the two essences of scien- 
tific management and said that if 
all the technical aids to manage- 
ment were adopted without the 
friendliness called for by this 


aspect, then scientific manage. 
ment did not exist. 


. Management to carry out duties 
best carried out by management, 
Method surveys, selection, train- 
ing were to be recognised as man- 
agement prerogatives. Planning 
and scheduling of production was 
to be undertaken by management, 
and this was the task idea, which 
Taylor said was the most promin- 
ent single idea in modern scien- 
tific management and was the 
second essence of the system. 


Taylor recognised that some of the 
above features of his system could be 
implemented, separately from the sys- 
tem as a whole, to effect economies, and 
that thus the system could be put to 
good or bad use. If badly used, the 
system simply would not work, and 
the employees would quickly revert to 
practices which limited production. 


In his Testimony on Management, 
Taylor instanced a Mr Van Alstine, 
who was interested in Scientific Man- 
agement. This man tried to introduce 
it in the Chicago and Great Western 
Railroad, but met with little success. 
He then went to the Northern Pacific 
Railroad and had more success, but 
eventually found that they did not 
understand the system properly and 
were only interested in the short-term 
economies it effected by its techniques. 


Then, before going to the American 
Locomotive Works to install Scien- 
tific Management, he interviewed Tay- 
lor, who advised him “({in a most em- 
phatic way)—that he should not start 
in the works to introduce scientific 
management until he had the complete 
backing of the board of directors of 
that institution, until every man on the 
board, as well as the president of the 
company, was with him, until every 
man on the board wanted scientific 
management and wanted it badly”. 
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Van Alstine tried, however, with- 
out bothering about Board support, 
and tried to introduce it in two years 
(Taylor said five years would be a 
short time to do it.) 

Van Alstine failed in his task be- 
cause he used the techniques without 
having Board sympathy with the 
essences of the system. Taylor said 
the chief trouble with the whole under- 
taking lay with the Board of Directors. 
Their attitude was wrong. 

What is this attitude? What are 
the essences of Scientific Management? 
Essences of Scientific Management. 

I can do no better than to quote Tay- 
lor (from his Testimony) :— 

“Now in its essence, scientific man- 
agement involves a complete mental re- 
volution on the part of the working 
man engaged in any establishment—a 
complete mental revolution on the part 
of men as to their duties toward their 
work, toward their fellow men, and 
toward their employers. And the 
equally complete mental revolution on 
the part of those on the management’s 
side—the foreman, the super, the 
owner of the business, the board of 
directors—a complete mental revolu- 
tion on their part as to their duties 
toward their fellow workers in the 
management, toward their workmen, 
and toward all of their daily problems, 
And without this mental revolution on 
both sides scientific management does 
not exist.” 

é He said that this involved a substitu- 
tion of peace for war, a substitution of 
hearty brotherly co-operation for con- 
tention and strife, pulling hard in the 
same direction instead of apart, re- 
Placing suspicious watchfulness with 
mutual confidence, of becoming friends 
instead of enemies. 

This is the essence that he said 
should take some years to develop and 
without which scientific management 
simply did not exist. 
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An equally important essence was to 
recognise the substitution of exact 
scientific knowledge for the old indi- 
vidual judgment or opinion, either of 
the workman or the boss, in all matters 
relating to the work done in the estab- 
lishment. This was the adoption of 
the analytical approach to problems 
which came to brand the system as 
being “scientific”. 


Growth of Scientific Management. 


This system was widely adopted in 
industrial plants in America and also 
in some public administration centres. 
Its range covered every type of in- 
dustry. The practices in the system 
were sometimes misused and this 
caused caused resentment at times. 
Various unions put up confused hos- 
tility, in fact, the Congressional Com- 
mittee to which Taylor testified was 
formed at the instigation of union 
parties who were disturbed at the new 
system of management. 

Many other people played a promin- 
ent part in the development of the sys- 
tem. Gantt helped in the field of 
method investigation, and in develop- 
ing the Slide Rule for deciding machin- 
ing speeds in metal shops. He also 
helped with systems of recording pro- 
duction. 

Gilbreth led the field in developing 
the time-study processes and gave prac- 
tical application to it in the bricklay- 
ing industry. The symbols currently 
used for recording time processes are 
named after him, Therbligs. 

With the advent of the great war 
the system really came into full use 
through the whole country. There 
were complaints early after the war 
years that employees did not get a suf- 
ficient share of the benefits of greater 
production. By this time, however, 
the system had spread into every func- 
tion of management, and such com- 
plaints were only of local significance. 
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In other functions of management, 
financial management was developed 
along lines of standard costs, budgetary 
control and analytical costs, together 
with the greater use of statistics for 
forecasting both long- and short-term 
trends. Sales management has de- 
veloped with market analysis and all 
it implies, planned advertising, sales 
promotion campaigning and modern 
packaging. Production management 
has developed tremendously with mass 
production, improved methods, plan- 
ning of production, standardisation and 
simplification. 

The growth of the science of 
psychology, however, raised new prob- 
lems and opened new fields for manage- 
ment thought. Following the war 
vocational guidance was practised 
more and more, and with its use in in- 
dustry, the human problem in industry 
came to be revealed in a truer light. 

Professor Elton Mayo led in the 
human relations field with his re- 
searches in the Hawthorne Works of 
the Western Electric Company over a 
long period of years. His researches 
were a great contribution to scientific 
management, and his results had im- 
mediate effect in industry. One of the 
best current researches being carried 
on is that by Professor Bakke at Yale 
University, where he is conducting re- 
searches in one large organisation 
(Standard Telephones of America) 
into social-group character and adap- 
tive human behaviour. 

It seems significant that the most 
original approaches to industrial prob- 
lems today are in the field of human 
relations, and this perhaps bears out 
the remarks of the late Alvin Dodd 
when he said that he considered the 
employee-relations field today offered 
the best field for improvement in man- 
agement methods. 

Even in the days of Taylor, experts 
from outside were continually visiting 
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U.S.A. and carrying home, to France 
and Belgium particularly, some of the 
secrets of scientific management. To- 
day research teams are being ex- 
changed between countries to study 
production, costing and other such 
management problems. 


Australian Situation. 


The ultimate scope for Australian 
industry will depend upon the ayvail- 
ability of markets to absorb production. 
It is interesting to note that Martin- 
dell (Scientific Appraisal of Manage- 
ment) attributes the tremendous 
growth in American industry to the 
fact that, unlike the rest of the world 
(that is, Europe and England, who 
were in an industrial age), America 
had a vast undeveloped interior which 
required for its development an ever- 
increasing production. This was in 
contrast to the other industrial coun- 
tries, which, even before reaching the 
industrial age, were in some way or 
other completely opened up, and the 
demand for production was always 
dampened down or limited. 


If Martindell’s hypothesis is correct, 
then Australia certainly has the wide 
open spaces to absorb such expansion 
of industry by absorption of produc- 
tion, although in our case, instead of 
spaces filled with giant forests and well 
watered lands, themselves an instant 
source of revenue, we have spaces 
which will require tremendous capital 
investment before they can absorb any 
production, and therefore, expansion 
must be with a long-term view. 


It must not be forgotten either that 
even America found that unit cost of 
producticn was an important factor in 
the growth of industry, as, if local pre 
duction cannot compete with imported 
cost, then it is the overseas industry 
which expands. 
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Working Capital 
By A. N. STEVENS 


(This article is intended primarily for students) 


geen business needs a certain 
amount of readily available or 
readily realizable capital to meet its 
ordinary trading requirements from 
day to day. This is known as the 
working capital of the business. 


A fuller definition is that working 
capital is “the amount of funds avail- 
able out of funds provided by propriet- 
ors, supplemented by non-current liabi- 
lities, after non-current assets have 
been provided for, to finance the day- 
to-day operations of a business. It is 
the excess of current assets over 
current liabilities.” 


We must now turn to discover just 
what are “current assets” and “current 
liabilities.” 

The generally accepted definition of 
a current asset is “one which in the 
regular course of the company’s busi- 
ness will be realized within one year 
from the balance sheet date together 
with such other assets as may be con- 
verted to cash within one year without 
impairing the business or enterprise.” 
Thus the general emphasis here is on 
assets which will be used in normal 
business operations, that is, stocks of 
raw materials, or which will be used 
to purchase items for use in the busi- 


ness. Such assets may or may not be 
realized at the time. Contrast here 
the position of trade debtors and cash 
on hand. Both of these will be used 
to finance our day-to-day operations, 
but, whereas the latter is now actual 
cash on hand, we must wait for our 
debtors to pay us before we can use 
the cash entailed to purchase further 
stocks or the like. However as long 
as the amounts are theoretically to be 
realized within the twelve months 
period, they will be classed as current 
assets. Incidentally, the twelve months 
period is not to be regarded as an 
arbitrary maximum. This test may 
be supplemented by an intention test: 
“Is the asset in question intended to 
be converted into cash to finance the 
operations of the business?” 

Current liabilities are those which 
will or may become payable within one 
year of the balance sheet date. 

The definitions listed above are the 
ones usually accepted in Australia. 
However, in its Accounting Research 
Bulletin No. 30 issued in August, 1947, 
the research committee of the Ame- 
rican Institute of Accountants has re- 
vised them to a slight extent with 
regard to the 12 months period pre- 
viously accepted. 





THE EVOLUTION OF SCIENTIFIC MANAGEMENT —Conciuded 


It is here that Scientific Management 
becomes imperative, for by its use 
unit costs can be kept to a minimum. 
Some of the techniques of scientific 
management such as methods research, 
motion and time-study, personnel man- 
agement techniques, have only in the 
last few years been introduced into in- 
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dustry, but it is a slow process, for 
training is necessary and care has to 
be taken not to introduce the tech- 
niques until the essentials spoken of 
for scientific management are accepted 
by all concerned within the particular 
plant. 








WORKING CAPITAL—Continued 


Current assets is “the term used to 
designate cash and other assets or re- 
sources commonly identified as those 
reasonably expected to be realized in 
cash or sold or consumed during the 
normal operating cycle of the busi- 
ness.” 


The term current liabilities is used 
“principally to identify and designate 
debts or obligations the liquidation or 
payment of which is reasonably expect- 
ed to require the use of existing re- 
sources properly classifiable as current 
assets or the creation of other current 
liabilities.” 


The Institute states that the defini- 
tion of current assets precludes the in- 
clusion of 


(1) Cash or claims to cash are restrict- 
ed as to withdrawal from the busi- 
ness, or which are set aside for 
the liquidation of specified long 
term debts. 


Investments in securities which 
are intended to be kept as such. 
Any investment held for the pur- 
pose of deriving income, and not 
for resale to finance business ope- 
rations cannot be included. 


Receivables arising from the sale of 
fixed assets. Such amounts cannot 
be regarded as income arising from 
the normal operations of the busi- 
ness, and accordingly are not 
current assets. 


Depreciable assets. These are 
held to enable the manufacturing 
operations of the enterprise to be 
carried on. They are not, how- 
ever, to be used in one operating 
cycle. The expenditure on fixed 
assets is spread over many operat- 
ing periods, and thus the cost of 
them is thrown up in our operat- 
ing results and related to current 
operations. 


Just what constitutes an “operating 
cycle” as set out above? If it is not 
the usual 12 months period, then what 
is it? The definition given by the 
American institute is “the average 
time intervening between the acquisi- 
tion of materials or services entering 
a process, and the final cash realization 
of them.” If several periods appear in 
one year, then the yearly period is to 
be accepted. This will cover most 
cases, but if the full manufacturing 
process takes longer than a year then 
the longer period should be used. It 
is thus possible to get our accounting 
results related to the actual period over 
which the business operations have ex- 
tended. We can thus derive more 
realistic results of our operations, and 
present better operating ratios and 
trends, than if we were “condemned” 
to our present arbitrary twelve months 
period. 

We have now discovered what work- 
ing capital is, and must now move on 
to the results of the employment of too 
little working capital, and the factors 
determining the margin of working 
capital desirable for a business. 


Three of the most prevalent results 
of a lack of working capital may be 
forced liquidations, loss of discounts or 
the need to lay out extra money to de- 
rive our income. 


If working capital is not available in 
a financial crisis, pressure from out- 
side creditors may force the business 
into liquidation. Again money may be 
lost through having to defer payments 
to creditors and thus losing discounts 
available on payments received by due 
dates. 


From another point of view we may 
have to offer enticements to debtors 
by way of extra discounts to enable 
payment of accounts to be made be 
fore due dates. If we are selling for 
cash, it may prove necessary to sacri 
fice stocks at bargain prices to enable 
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WORKING CAPITAL—Continued 


cash to be derived to pay pressing 
creditors. 

The major factors affecting the 
amount of working capital necessary 
to finance a business are— 


(1) Trade debtors and their terms of 
payment. 


(2) Stocks. 
(3) Terms of payment to creditors. 


1.—If our debtors are paying within 
usual terms a smaller amount of work- 
ing capital will be necessary than if 
collections are lax and debtors are 
allowed extra time to pay. Also if 
goods are sold on long terms, then a 
large amount of working capital will 
be needed to finance business operations 
while our money is tied up by debts not 
due for payment for a long period. 


2.—Stock on hand is another major 
factor affecting the amount of working 
capital required in a business, as this 
is often a major item in the current 
assets of a business. If stocks required 
are small and turnover is fairly rapid, 
then it will obviously not be necessary 
to have as much capital invested, than 
if stocks required were large or com- 
prised a large variety of items which 
were turned over very infrequently. 
Also a larger capital will be necessary 
if our manufacturing cycle is a long 
one as we will need to hold larger stocks 
of finished products to compensate for 
slow manufacture, and also of raw 
materials so that our manufacturing 
processes can continue unhampered. 


In normal trading on 30 days terms 
it is necessary to have enough working 
capital to finance one month’s pur- 
chases. Subsequent months’ purchase 
and expenses are theoretically financed 
by collections in respect of the previous 
month’s sales. Therefore a margin 
equal to one month’s purchases, that is, 
approximately 100% or a ratio of two 
to one will be sufficient in most cases. 
However, it may be as well to extend 
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this slightly to compensate for possible 
defaults by debtors. The 2 : 1 ratio 
is the one most universally adopted 
and, as mentioned above, should suffice 
in most cases. In fact, one writer* 
regards this figure as the tare mini- 
mum necessary to finance operations. 


Any figure below this would appear 
to necessitate our relying on either the 
bank or trade creditors to finance our 
business. In fact, in present times it 
appears that most organizations are re- 
lying on the forbearance of their 
creditors to finance their day to day 
operations. This practice may lead to 
serious embarrassment and financial 
difficulties if debtors begin to require 
extra time to pay accounts, and we 
may find many businesses forced into 
unenviable positions if creditors become 
at all pressing. 


A further factor influencing the 
capital needed is the relationship be- 
tween the time of receiving revenue, 
and the time of making cash outlays 
for the relevant costs or expenses. If 
payments are received before it is neces- 
sary to pay for the materials used in 
the relevant goods, then we will not 
need as much working capital as if we 
had to pay for our materials before- 
hand. 


We may now turn to a brief survey 
of the general factors affecting the 
working capital requirements of certain 
specific businesses which will illustrate 
the effect of the factors we have been 
considering. 

Radio Retailers — Hire Purchase 
Transactions. These would need a re- 
latively high working capital. Their 
current assets would be high, as they 
must hold stocks of various models of 
radio, all of which are fairly expensive. 
Even when the radio is sold, the money 
is not necessarily received. If the re- 
tailer finances his own hire purchase 
system he will have a great deal of 





*Roy A. Foulke—Practical Financial State- 
ment Analysis. 
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WORKING CAPITAL—Continued 


money tied up in debtors paying by 
instalments. He must have the capital 
to replace the goods sold, and thus keep 
up his stock. However, the usual idea 
is for the hire purchase to be financed 
by a security company which pays the 
retailer for the goods at the outset. 
In this case, the retailer will only need 
sufficient capital to finance his stock 
purchases. 


Picture Theatres will need a rela- 
tively small working capital. ll of 
their income will be derived from ad- 
missions, advertising and the like be- 
fore the expenses incidental to these 
are due for payment. These will entail 
newspaper advertising and hire of 
films, both of which would probably be 
paid monthly, and the weekly wages 
bill. 


Suburban Bus Lines would fall into 
the same category as the above. Their 
income again would be derived from 
day to day in fares. Their main ex- 
penses would be wages payable weekly, 
and running costs—petrol, oil and main- 
tenance charges which would be paid 
monthly, after their income had been 
derived. 


Retail Jeweller—He would need a 
fairly wide and extensive range of 
current assets consisting in the main 


of small, though costly, items. Turn. 
over would be fairly high, but owing 
to constant changes in fashions, much 
of the stock would become “dead”, 
whereas more would have to be bought 
to meet current demands. To finance 
these assets a fairly high working 
capital would be needed. 

Wine Makers—This is one of the in- 
dustries where the operating cycle is 
fairly long. Wine takes many years 
to mature properly and consequently 
large stocks of finished goods would be 
amassed before any income was de- 
rived. New batches of wine must be 
constantly “laid down” to keep up 
constant production once the first batch 
matures. A fairly large amount of 
working capital would thus be needed 
to finance the business over the years 
when income was not being derived. 

Fishmongers would need one of the 
smallest working capital ratios. Only 
enough would be needed to finance 
possibly two days’ purchases. A quick 
stock turnover is necessary because of 
the highly perishable nature of the 
goods in which a fishmonger deals. 
Thus one day’s sales would probably 
finance the next day’s purchases if such 
a& procedure were necessary. The 
wholesaler would possibly be content 
with a weekly or monthly settlement, 
thus reducing the working capital re 
quirements even further. 
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Terminology of Cost Accountancy 


Commentary by R. ADAMSON, F.A.S.A., Chief Editor, Hemingway Robertson Ins- 
titute, of brochure issued by the Australasian Institute of Cost Accountants. 


R over thirty years I have been 

closely associated with cost account- 
ing in my executive position. During 
that period I have edited several 
editions of a Cost Accountancy course 
and followed the development of cost 
accounting practice through the numer- 
ous standard text books. This experi- 
ence has afforded me the opportunity 
to observe the inconsistency or lack of 
uniformity in the terms used by various 
writers on the subject. 


The authors of the brochure in ques- 
tion are to be commended for their 
effort “to provide a more uniform 
understanding of the terms used by 
cost accountants” which they state is 
their main objective. In it there are 
many features I would like to praise, 
among these being the discouragement 
of the use of the term “overhead”, but 
my object is to comment on a few of 
the definitions which may be considered 
vague or incomplete, or capable of im- 
provement. They announce in the pre- 
face that “periodic revisions and exten- 
sions to the recommended terms will 
be necessary because of the fact that 
cost accountancy is a living subject, 
constantly being developed and im- 
proved”. These comments, and a free 
discussion, may assist the authors in 
their future revisions. 


Administration Cost.—The cost al- 
located or apportioned to the func- 
tion of formulating, directing, and 
controlling the policy, organization, 
and operations of an undertaking 
This is confined to costs of overall 
administration as distinct from the 
specific functions of manufacturing 
or distribution and other service 
departmental activity. 
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Comments. 

There can be no criticism of this 
definition as it stands. But it stands 
alone. There is no connecting link. 
The fault lies in the absence of a pri- 
mary division of all cost into: (1) Cost 
of Production; (2) Cost of Distribu- 
tion. 

At the outset—this definition, along 
with most of the definitions in the 
brochure, visualizes a manufacturing 
organization which markets its own 
product. There are different kinds of 
organizations each with different cost 
accounting problems. But for the pur- 
pose of discussing this point, let us con- 
fine ourselves to this particular 
kind of organization. 


There will probably be a clear-cut 
segregation of costs between manufac- 
turing the product (cost of produc- 
tion) and marketing the product (cost 
of distribution)—all costs must even- 
tually be classified under these two 
main generic divisions. 


Here we have cost confined to overall 
administration and—by inference—we 
may conclude that other administration 
costs are to be allocated to the specific 
functions of manufacturing or distri- 
bution or to a service department. The 
reference to a service department ac- 
tivity is redundant as no service can 
be divorced from either production or 
distribution. 


Without raising the controversial 
question concerning the difference be- 
tween “administration” and “manage- 
ment”, I suggest the addition of the 
words “Refer Management Cost”, and 
the inclusion of the following defini- 
tions in its alphabetical place: 
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TERMINOLOGY OF COST ACCOUNTANCY — Continued 


Management Cost. The cost al- 
located or apportioned to the specific 
functions of manufacturing or dis- 
tribution—for example, salaries of 
General manager, Factory manager, 
Sales manager, and their depart- 
ment expenses. 


This will necessitate an enlargement 
of the definitions of “Distribution Cost” 
and “Production Cost” and the trans- 
ference of each under “Cost of Distri- 
bution” and “Cost of Production”. It 
should also be made clear that even the 
overall administration cost should be 
apportioned on some reasonable basis 
between cost of production and cost of 
distribution. Reference might well be 
made to market research and market 
analysis as costs of distribution and to 
scientific experiments and testing as 
costs of production. 


Differential Cost. The increase or 
decrease which takes place in total 
cost when there is an increase or de- 
crease in the output or volume of 
production and/or sales. 


Comment. 


This definition is vague and incom- 
plete. It is a statement of an obvious 
fact without an explanation. It is ob- 
vious that total cost will increase if 
production output increases, and, con- 
trawise, will decrease if production 
output decreases. Surely it is what is 
done with the amount of the increase 
or decrease that brings about differen- 
tial cost, not the amount itself. 


The term “differential cost” is linked 
with the system of differential costing 
which itself may be associated with 
marginal costing or direct costing. 
Actually, a differential cost should 
arise only when there is an increase 
of output above normal. When there 
is a decrease of output below normal, 
the problem of idle capacity cost arises. 
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Direct cost per unit of product should 
be the same in both circumstances— 
increase or decrease of output—and it 
might be suggested that differential 
application of indirect cost should take 
place only when there is an increase of 
output. Therefore, an improved de- 
finition of differential cost might be:— 


“Differential cost is the separate ap- 
portionment of indirect cost to par- 
ticular products, or a particular batch 
of a product, under a system of dif- 
ferential costing, whereby the whole of 
the product is charged primarily with 
direct costs and differentially with in- 
direct costs—some portion of the pro- 
duct being charged with no part of 
fixed cost and other portions of the pro- 
duct being made to bear only a dispro- 
portionate share of fixed cost.” 


Mark Up.—The amount by which 
a selling price exceeds a cost. When 
expressed as a percentage it is de- 
sirable that the percentage be cal- 
culated on the cost and that the 
words “on cost” be added, for ex- 
ample, “mark up on cost”. 


Comments. 


This definition is incomplete and in- 


adequate. It is incomplete because it 
does not mention the alternative of 
expressing mark-up as a percentage of 
selling price. It is inadequate because 
it conveys not the slighest idea of what 
mark-up really is. 

The first sentence is a truism but it 
is not explanatory. Perhaps it would 
be better to say that “the amount of 
mark-up is the difference between the 
compulsory or arbitrarily determined 
selling price of an article of merchan- 
dise and its cost price”. 

“Mark-up” is a merchandising term 
—originally coined in U.S.A.—and 4 
definition should conform with mer- 
chandise practice. Although some 
times a percentage is added to cost 
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TERMINOLOGY OF COST ACCOUNTANCY -— Continued 


in fixing the selling price of non-com- 
petitive goods, merchandise practice 
demands that the mark-up should al- 
ways be expressed as a percentage of 
selling price or of the total amount of 
budgeted sales. More often than not 
selling prices of popular merchandise 
are governed by competition or market 
conditions. In these circumstances 
the first consideration is the selling 
price and the second consideration the 
gross margin to see that it is adequate 
to cover the cost of doing business and 
the desired net profit. 


The gross margin percentage is cal- 
culated on selling price. From this is 
deducted the total percentage of all 
costs of doing business (which are also 
calculated on selling price) to arrive 
at the estimated percentage of net pro- 
fit. It would be entirely wrong in 
principle, and also confusing, to work 
with mixed percentages in a budget 
statement—one based on cost price and 
the other on selling price. 


The last sentence of the definition is 
therefore misleading, because the per- 
centage added to cost to obtain a de- 
sired percentage on selling price should 
not be designated the mark-up. 


Mark Down. The amount by 
which the original selling price is 
reduced. 


Comments. 


This is another truism—an obvious 
fact. The amount of mark-down of a 
particular article or line of goods is 
equivalent to the reduction in selling 
price, but the statement of fact does 
not make a satisfactory definition. 


In merchandising practice, the total 
mark-down (reductions on original 
mark-up) is often planned as part of 
the advertising programme and allowed 
for in the mark-up as part of the cost 
of doing business. 
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No doubt it will not be easy to com- 
pile a definition that will provide a com- 
prehensive explanation of this mer- 
chandising practice, but some attempt 
should be made to improve the exist- 
ing one which may be deemed inade- 
quate. 


When mark-down is treated as a per- 
centage cost of doing business the re- 
duction of the original selling price 
element is not so important as the re- 
lation of the total amount marked 
down to the sales volume. It is in this 
sense that the term “mark-down” 
should be considered, as associated with 
the normal course of a merchant’s busi- 
ness. The definition as it stands could 
be associated, however, with liquida- 
tions or clearance sales when the mar- 
ket has collapsed; such abnormal con- 
ditions being outside the scope of the 
definition as a merchandising term. 


Note.—These terms—“mark-up” 
and “mark-down” are spelt with a 
hyphen between the words according 
to American textbooks. 


Cost of Sales or Cost of Goods Sold. 

The Australasian Institute of Cost 
Accountants is asked to state definitely 
which of these terms is recommended. 
Although Cost of Goods Sold Analysis 
is defined, the words “cost of sales” 
are used in the definition of “cost”. 


Allocated or Apportioned. 


“Allocation of Costs” is defined as 
“the charging of costs directly to the 
various accounts allotted for the pur- 
pose of indentifying the individual 
nature of the cost within the depart- 
ment or cost centre benefiting from the 
expenditure”. 


“Apportionment of Cost” is defined 
as “the distribution, on some predeter- 
mined basis of costs that cannot be 


directly allocated”. 
— concluded overieaf 
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The Clearing House 


CAPITAL REQUIRED IN 
HIRE-PURCHASE BUSINESS 


Mr. R. W. Seddon, a member of the 
South Australian Division of the Aus- 
tralian Society of Accountants, makes 
the following suggestion for a simple 
method of calculating the capital re- 
quired for various outlays in hire-pur- 
chase business. 


The method consists of the prepara- 
tion of a chart showing on the vertical 
scale average monthly outlay intended, 
that is turnover less deposits, and on 
the horizontal scale the capital re- 
quired. The formula used is T + 1 X, 

2 
T being the number of months to four 


decimal places in which repayment of 
principal plus interest breaks even with 
monthly outlay, and X being the 
monthly outlay. The capital required 
is then determined by drawing a 
straight line on the graph, the slope 
of which is determined by the number 
of months in which the repayment of 
principal plus interest breaks even with 
monthly outlay. The amount of capi- 
tal required is then indicated by the 
point on the chart at which the 
straight line crosses the ordinate for 
monthly outlay. Thus, assuming a 
monthly outlay of £6,000, an average 
repayment of fourteen months with no 
payment in the first month, and inter- 
est at the flat rate 8% on the outlay 
or residue, the capital required would 
be £42,000. 





TERMINOLOGY OF COST ACCOUNTANCY— Concluded 


“Indirect Cost” is defined as “A 
cost which cannot readily be identified 
as having been incurred on account of 
a particular product, process, service, 
job, department or function, and there- 
fore has to be allocated and/or appor- 
tioned to the product, process... . 


Surely an indirect cost is apportioned 
only, because if it can be allocated it 
would have to be identified as a direct 
cost. 


Stock Turnover or Stockturn. 


“Stock Turnover Rate” is defined as 
“the nurnber of times in a period that 
the stock is sold or used”. May I 
suggest that the simple word “Stock- 
turn” be used instead. This saves 


confusion with the term “Turnover” 
which means total annual sales. 


General Comment. 


Definitions in the brochure are 
quoted in full for the benefit of readers 
who are not in possession of the pub- 
lication. Endorsement or criticism of 
the comments on these selected terms 
is welcomed. 

It would perhaps have been better to 
have omitted altogether the definitions 
of “mark-up” and “mark-down”. Even 
my comments in this review do not 
fully explain merchandising practice. 
A lengthy article would be required to 
cover the ground for the information 
of the accountant who is interested in 
these subjects. 
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Articles on Accounting Systems 


During 1954 it is hoped to publish 
in The Australian Accountant a series 
of articles on specialised accounting 
systems or of particular aspects there- 
of. The editors will be glad to con- 
sider contributions to this series which 
may be submitted for publication. Any 
contributions accepted and published 
will be paid for. 


In order to assist likely contributors, 
the following skeleton of a complete 
article has been prepared. 


In many instances a comprehensive 
description covering all these points 
would be far too lengthy for publica- 
tion in one article. In such cases, a 
series of articles each dealing with one 
or more aspects would be welcome. In 
other cases, in which it is thought ne- 
cessary to draw attention only to 
special features of the system, a single 
article dealing with one aspect only 
would be equally welcome. 


SKELETON DISCRIPTION OF 
ACCOUNTING SYSTEM. 


1. Nature of business carried on and 
special features from the account- 
ing standpoint. 


. Outline of organisation of the busi- 
ness, with particular reference to 
lines of authority and control. 
This section of the description 
would be greatly simplified if an 
organization chart were presented. 


. Skeleton (or list of contents) of 
accounting reports presented— 
(a) to shareholders or pro- 
prietors; 
(b) to directors; 
(c) to general manager (Top 
Manager) ; 
(d) to functional managers 
(Sales manager, etc.) ; 
(e) to supervisors or depart- 
mental managers. 
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4. 


. Special 


Skeleton classification chart of 
general financial ledger accounts 
and of any accounts of any related 
or subsidiary ledger. Add expla- 
nations where desirable on the 
purpose of any ledgers, accounts 
or grouping. 


. Special features of ledgers and 


journals used— 
(a) use of mechanical methods; 
(b) use of control accounts; 
(c) use of standing journal 
entries ; 
(d) specialised journals. 
features of originating 


dockets or records and subsequent 

accounting procedures— 
e.g.—sales invoices and analysis, 
cash receipts and handling pro- 
cedure. 


Procedures in relation to, and 


features of, any stock or perpetual 


inventory ledgers or records, plant 
and equipment registers, etc. 


. Special problems, if any arising in 


connection with— 

(a) stocktaking and valuation 
of inventory; 

(b) provisions for depreciation 
and reserves for estimated 
higher cost of replacement; 

(c) allocation to accounting 
periods of earned interest 
and earned profit (e.g. in 
hire-purchase or instalment- 
purchase trading concerns) ; 

(d) branch accounting. 


. Outline of internal-check system. 
. Relationship between internal and 


external audit. 

In the case of a manufacturing 
or other type of business where 
cost accounting applies, comments 
on 11; 12; 13; and 14 are de- 
sirable. 








ARTICLES ON ACCOUNTING SYSTEMS— Continued 


11. Type of cost system in use. 

12. General nature of relationship be- 
tween financial records and cost 
records (if any). 

13. Outline of accounting procedure 
for recording and controlling ma- 
terial, labour and factory service 
costs and distribution costs. 

. Outline of departmental or cost 
centres, cost sheets in use and 
types of cost units or methods used 
in compiling cost of production or 
of goods sold. 

. General descriptions of, and com- 
ments on, use of accounting reports 
for control purposes, including pro- 
cedures of— 

(a) analysis and comparison of 
current figures with those 
of prior years; and/or 

(b) preparation of budgets; 

(c) comparison of performance 

with standards and/or 

budgets ; 

follow up action to investi- 

gate and, if necessary, re- 

move causes of variations 


(d) 


between standards and/or 
budgets and performance. 


16. Comments on experience in regard 


(a) effectiveness of accounting 
as a tool of management; 

(b) co-operation between ac. 

countant and managers at 

all levels; 

(c) co-operation between ac- 

countant and external au- 

ditor; 

development of the in- 

ternal-audit function (as 

distinct from _ internal 
check) and the controller- 
ship function; 
relationships between chief 
accountant and other senior 
officers, such as secretary, 
internal auditor, office 
manager, personnel man- 
ager, etc. 

17. Any other special features of the 
accounting system or its use, or 
special problems arising in the 
installation, operation or use, of 
the system. 


(d) 





Company Capital as Expressed in Published 
Accounts 


By the Companies Advisory Commitee, Australian Soe iety of Accountants Victorian 
ivision, 


In the published Balance Sheets of 
Australian companies, it is not always 
easy to analyse the extent and sources 
of working capital because of poor pre- 
sentation and lack of disclosure. 

Broadly speaking, financial resources 
may be classified under two main head- 
ings :— 

1. Owned capital, consisting of— 

(a) ordinary and/or equity shares 

and stocks; 

(b) preference, 

and stocks; 

(c) undistributed profits and _ re- 

serves. 


and other, shares 
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2.Borrowed capital, among which 
are— 

(a) mortgages and debentures; 

(b) unsecured registered notes and 
short-term loans; 

(c) trade credit and bank over- 
drafts; 

(d) secured loans such as Bills of 
Sale, and, hire-purchase agree- 
ments. 

A prime difference is that the per- 
manent capital framework, i.e., that 
portion of the finances contributed 
from savings, earns dividends (when 
available) which are appropriated 
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COMPANY CAPITAL— Continued 


from profits after tax; whereas the 
borrowed, or “debt capital” attracts 
interest before tax. Even in the case 
of trade credit, accommodation on the 
forfeiture of prompt discounts might 
well be likened to the cost of interest. 


On the borrowed capital the effect of 
term finance, such as the increasingly 
popular unsecured registered note, is 
easily computed in financial analysis 
but the elasticity and/or duration of 
trade or bank credit may be unknown 
at any one time or, at best, precarious 
and unstable. 


We also consider that it is vital to 
distinguish between owned and bor- 
rowed funds. 


As recently as July, 1952, The Aus- 
tralian Institute of Management re- 
ported of its Annual Report Award: 
“One company described its Bad Debts 
Provision as a reserve, whereas the 
term ‘Reserve’ should only be used 
where the amount set aside is free and 
does not relate to any known liability 
or possible liability existing at the date 
it is created”. 


Such an error of principle, and there 
are commonly many, can seriously up- 
set the calculation of a proprietorship 
ratio or of, say, “net working capital”, 
at times taken to be the difference be- 
tween current assets and current lia- 
bilities. With the elementary formulae 
we are not primarily concerned at 
this stage other than to state that, 
well known though they are, they are 
useless or misleading if the prime fac- 
tors are wrong. 
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Conventional balance-sheet presen- 
tations in Australia are usually either: 
(a) the orthodox double-sided state- 
ment which is so perplexing to the 
layman, or 

(b) the more modern vertical balance 
sheet, which arrives at a pro- 
prietorship figure in narrative 
sequence and then purports to 
show how such funds are em- 
ployed. 

This proprietorship figure is cus- 
tomarily designated “Total Share- 
holders’ Funds”’ but, it is suggested that 
with the current trend of converting 
fully-paid shares to stock, a better 
generic term would be—“‘Total Mem- 
bers’ Funds”. 

Even so the total resources of the 
company are frequently obscure in 
either form and it is strongly recom- 
mended that more care is needed in the 
grouping and arrangement of the 
items. 

Perhaps an improvement would be to 
arrange Capital and detailed Reserves 
on one side with Assets less Creditors 
(both detailed) on the other. So far 
as Capital and Reserves are concerned, 
if the Ordinary Capital were shown, 
followed by detailed Reserves, sub- 
totalled to “Equity Members’ Funds” 
the book value of the ordinary shares 
or stock would be self-evident. Details 
of preference, or other shares or stock 
would follow, to complete the total. 

The Companies’ Advisory Committee 
solicits constructive comment, prefer- 
ably with examples. These views are 
not necessarily those of the General or 
State Council of the Australian Society 
of Accountants. 





Preparing and Editing Manuscripts 
and Checking Proofs for Publication 


By J. R. BARBER, F.A.S.A. 


Read to and discussed by the Secretarial Practice Research Group of the 
Victorian Division. 


E title is an imposing one. It 

seems to suggest the existence of 
a sub-title of the old-fashioned kind 
such as “Or, The Compleat Art and 
Mystery of Successful and Lucrative 
Adventuring into the Realms of Litera- 
ture.” 


Nothing however is further from 
my intention than to attempt to tell 
you how to write—let alone how to 
write successfully. I am reminded, as 
I have no doubt you will be, of our 
friend Ed. Meier’s enjoyable and 
valuable talks on literary matters — 
the choice and use of words and re- 
lated subjects. 


It is the mechanics of the job with 
which I will concern myself. Before 
however I launch into the subject, I 
will read a quotation which I person- 
ally take very much to heart. It is 
from the Preface to Cervantes’ Don 
Quixote :— 


“Do but take care to express 
yourself in a plain, easy Manner, 
in well-chosen, significant and 
decent Terms, and to give a har- 
monious and pleasing Turn to 
your Periods; study to explain 
your Thoughts, and set them in 
the truest Light, labouring as 
much as possible, not to leave 
them dark and intricate, but 
clear and intelligible.” 


Now for the subject. 
In the preparation of MS for pub- 
lication the recommended rules are— 
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The MS should be_ typewritten, 
doubly spaced, or written in a perfectly 
legible hand. 


Clear rendering of names and of 
technical and scientific terms and 
symbols is essential. 


The MS should be written on one 
side only of sheets of uniform size, 
leaving a margin of at least one inch 
on the left-hand side. Do not be eco- 
nomical of paper. 


The pages should be numbered con- 
secutively in the upper right-hand 
corners and securely fastened together 
on the left-hand side. When the MS 
consists of a large number of sheets, 
these should be separated into sections 
(of about 24 each) securely fastened 
together. If however the work is di- 
vided into Chapters, the Chapter will 
probably be the most convenient and 
sensible section. 


If, after the sheets have been num- 
bered, it is necessary to delete a pas- 
sage extending over a whole sheet of 
MS, the passage should be clearly 
marked through and the sheet left in 
place. 

Diagrams, illustrations and large 
tables should be on separate sheets. 
The processes available for reproduc- 
tion of illustrations, maps, diagrams, 
etc. are so varied that the author would 
be well advised to consult the publisher 
or printer on the matter. 

Footnotes should not be placed at the 
foct of the sheet, but immediately 
under the line to which they refer. The 
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PREPARING AND EDITING MANUSCRIPTS— Continued 


footnote is to be separated from the 
text by two horizontal lines drawn 
across the sheet. 


Footnotes should preferably be num- 
bered consecutively. It must be re- 
membered that only in exceptional in- 
stances will the content of any page 
of a MS fit exactly a printed page. If 
footnotes are numbered afresh each 
page of the MS it will be found that 
the printer, in order to accurately 
match the numbering in the text and 
the footnotes, will have to re-cast the 
numbering in two places for each foot- 
note as he goes along. This is not so 
easy as it might sound. Try typing 
from a written MS with footnotes num- 
bered afresh on each page on which 
they occur! If however the number- 
ing is consecutive, there is no un- 
necessary labour and no risk of mis- 
take. 

Beginning of new paragraphs, in- 
denting, or other spacing arrangements, 
must be clearly indicated. 

Any special reuirements as _ to 
the arrangement of the setting 
should be written in the margin, 
headed “Note to Printer’. You can 
have quite a brief, ponfidential chat 
with the Printer in this way, and I 
have always found him most co-ope- 
rative and appreciative. Sometimes a 
separate slip headed “Note to Printer” 
and securely pasted or glued hinge 
fashion in the left-hand margin is ne- 
cessary to provide space and to ensure 
clarity of the remarks to him. 


Particularly in the case of a type- 
written MS, it is necessary to use 
special symbols to indicate to the 
Printer the style of type desired for 
& particular word, heading, title, pas- 
Sage or paragraph. The typewriter 
has but two cases of type—upper and 
lower—that is capitals and small. 
Even in those two type cases it cannot 
indicate degrees of size or body. Under- 
lining in typing practice means em- 
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phasis or ornament. Underlining to 
a printer means something different 
altogether. A typist using a _ two- 
colour ribbon will usually underline in a 
colour different from that of the text 
will underline in red, for instance. A 
printer receiving a MS containing 
coloured underlining or colour used 
otherwise will be hindered. He will 
not know, unless clearly told, whether 
a two-colour job is desired or whether 
he is to assign his own meaning to the 
ornamentation. Do not, therefore, use 
underlining as a typist uses it, and so 
not use colour at all unless it is to ap- 
pear in print. (An expensive matter, 
by the way.) 

Indicate type desired by the use of 
the recognized printers’ symbols. 

Words to be printed in capitals 
should be underlined by three lines, 
and in small capitals by two lines. 

Words to be printed in italics should 
be underlined by a single line. 

Words to be printed in bold type 
should be underlined by a wavy line. 

Paragraph to be printed in type 
smaller than the small type of the text 
should be indicated by a vertical line 
in the margin covering the matter, and 
the words “small type” should be writ- 
ten in the margin. 

The MS should be carefully revised 
and all corrections in the copy made, 
not in the margin, but in the text, in 
ink, deleting any rejected matter. If 
necessary, the correct version of a 
paragraph may be written on a sepa- 
rate slip or sheet securely fastened to 
the relevant sheet of the text and a 
proper reference should be made in the 
text. For example, in the text at the 
appropriate point a notation “see Slip” 
could be made, and the slip then se- 
curely pasted or glued to the left-hand 
margin of the sheet. If there are more 
slips than one on a sheet, each slip 
should be lettered “A” “B” “C” and so 
on, and the respective notations in the 
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PREPARING AND EDITING MANUSCRIPTS— Continued 


text would be “See Slip ‘A’,” “See Slip 
‘B’,” “See Slip ‘C’,” and so on. 

The MS as sent to the printer should 
represent, as far as it possibly can at 
that stage, the final version of the text. 
Even though your work may be one 
for which you will in due course get a 
proof, do not on any account think that 
you can use the proof as the means of 
correcting slip-shod preparation, or of 
adding material which you should have 
included in the first instance, or of 
carrying out polishing up operations, 
or for aforethoughts. 

That leads to the cardinal rules— 

Prepare the MS as carefullv and 
clearly as you can—a neat, worlkman- 
like, clear job. “Confused manuscript” 
as it is known may look professional, 
but it is the reverse. Plain and fancy 
driving in the form of wiggly lines, 
curly lines, words in circles attached to 
stalks leading to the top, bottom or 
middle of the page, blots, arrows, etc. 
should be out — definitely and com- 
pletely. 

Punctuate as the matter requires for 
correct exposition, but not for orna- 
ment. Do not omit it, either because 
you “leave it to the printer” or be- 
cause you think it can be done in the 
proof (if you are to get one). 


Observe the rules for the eorrect use 
of capital letters. 

Properly paragraph the text. 

Set out clearly sections, headings, 
sub-headings and the numbering ot 
paragraphs and sub-paragraphs. 

See that quotations are meticulously 
accurate. 

As carefully as you can, therefore. 
turn out your MS as the complete work 
and as you desire it to be printed. 

Retain a copy of the MS. 

There are some rules for special fea- 
tures. 

When collected references are placed 
at the end of an article, chapter or 
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book, they should be in the following 

form— 

References to an article or paper 

should give— 

1. Author’s name (caps and small 
caps.), surname first. 

2. Where there is more than one 

author their surnames shall be 
placed in alphabetical order. 
Full title of the article or paper 
(roman type). The full name, or 
if very long, the abridged name of 
the journal in which the article or 
paper is published (italics). The 
volume number, the date of pub- 
lication (in parentheses) and the 
page or pages. 

Example: MURPHY, Prof. Mary E. 
University Education in Account- 
ing and Management; The Aus- 
tralian Accountant xxiii No. 7 
(July, 1953) 277-284. 

(Note manner of printing foot 
notes in view of their number and 
fullness). 

References to a book should give: 

1. Author’s name (as above). 

2. Full title of the book (italics), 
publisher, place and date of pub- 
lication (in parenthesis). 

Example: REID, Curtis A. Junior 
Course in Bookkeeping: Pitman 
(Melbourne, 1952). 

The spelling of some words and 
names, the matter of whether some are 
hyphenated or not, and other details 
which can be real problems, are settled 
by reference to authoritative works 
such as the Authors’ and Printers’ Dic- 
tionary (Oxford University Press) and 
the Oxford English Dictionary (Ox 
ford University Press). 

Be consistent by using the settled 
spelling, etc. throughout the text. 


Proofs. 


If the MS is for publication as 4D 
article in a periodical such as The Aus 
tralian Accountant or a trade or busi- 
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PREPARING AND EDITING MANUSCRIPTS— Continued 


ness magazine or newspaper, it is un- 
likely that the author will receive a 
proof. The reading and checking of 
the proof will be done by the printer 
and perhaps also by the Editor or Sub- 
Editor. It will be realized therefore 
how doubly important it is that the MS 
be accurate and complete in all details. 
The reading and correcting will natur- 
ally be almost entirely limited to typo- 
graphical and other errors occurring 
in the printing. The author should be 
particularly careful that his MS is such 
that after the proof has been read and 
corrected by the printer and perhaps 
also the Editor or Sub-Editor the arti- 
cle will appear in the publication ex- 
actly as the author intended. 

In the case of a MS for a book, the 
author will receive a proof and he will 
be responsible for final reading and cor- 
recting. It may be what is known as 
a galley proof, that is in continuous 
form on long slips of paper, or it may 
be a paged proof, that is on numbered 
pages and printed therefore in the final 
form and paging of the book. 

Whilst it is most undesirable that 
anything but the barest minimum of 
alterations be made in matter in galley 
proofs, the making of amendments, 
additions and deletions is not such a 
serious affair as it would be in a paged 
proof. The reason of course is that 
when the proof is in galley form the 
the type has not been set in page form 
and whilst amendments, additions and 
deletions necessitate the alteration and 
moving of type as well as re-setting 
there is not anything like the disturb- 
ance and complications which would be 
caused if the type were set in page 
form. Nevertheless the golden rule 
still is that the MS be accurate and 
complete in all details when submitted 
tothe publisher. If the author returns 
the proof with extensive alterations and 
corrections, he will probably receive a 
second proof, which he must read and 
correct. From his point of view he 
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will have double work in proof reading. 
From the printer’s point of view, the 
less said the better for the author’s 
self-esteem. 


What has been said in regard to gal- 
ley proofs applies with even greater 
force to paged proofs. In addition to 
the considerations regarding alterations 
etc. which affect galley proofs, there is 
the serious dislocation caused in the 
case of paged proofs. Suppose that a 
chapter in a paged proof extends from 
page 1 to page 20, the next chapter be- 
ginning on page 21, and that a new 
paragraph is added on page 2. If the 
new paragraph occupies no more space 
than the blank on page 20 (if there be 
a blank) the correction will affect one 
chapter only; but it will affect every 
page of that chapter. If however the 
new paragraph is so long that the 
chapter bursts its banks and overflows 
on to page 21, the next chapter will 
have to begin on page 22 instead of on 
page 21; and page 23 (the old 22) will, 
for example, be found to have the right- 
hand head line when it should have the 
left hand; and every page to the end of 
the book will have to be moved on. 
Consider what is involved in that. The 
pages of a book are not printed on page 
sized sheets of paper. A large sheet 
of paper contains on each side up to 
eight pages not in consecutive nume- 
rical order (achieved by the art of im- 
position). If any change is made in 
the proof which throws out the pagina- 
tion, the whole of the imposition has 
to be recast up to the point that the 
chapters come right again. The type 
for 16 pages of small octavo weighs 
half a hundredweight, by the way. 
Think also what has happened to the 
Index if page numbers have been 
printed in. 


The golden rule therefore is as 
already stated. Submit the MS in such 
good order that it is final, as far as 
the author can at that stage ensure. 
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PREPARING AND EDITING MANUSCRIPTS— Continued 


If deletions, additions, amendments 
or other alterations are absolutely ne- 
cessary at the proof stage, the rules 
are these: 

Deletion. Do not, unless you have no 
alternative, delete and fail to insert new 
matter. In inserting new matter, 
count the letters and spaces in the de- 
leted portion, and fashion the new 
matter in as nearly as possible an equi- 
valent number. 

Addition. Carefully survey’ the 
chapter, estimate how much space is 
available without altering the pagina- 
tion, and prepare the new matter 
accordingly. Sometimes a footnote can 
be contrived which will assist in, or 
provide, the solution of the problem. 

Substitution. This is comparatively 
easy without complication or disturb- 
ance by contriving the substitute in as 
nearly as possible the same number of 
letters and spaces as the discarded 
matter. 


Proof Reading. 

This is a task demanding time, ex- 
treme care, and patience. 

The first peep at the proof which I 
imagine no author can resist taking 
can be made useful by noting immedi- 
ately any errors which strike the eye. 
Don’t think “T’ll pick that up when I 


really read the proof”. You may miss 
it then. 

When the proof reading begins in 
earnest, and it should without any 
avoidable delay, I like to read aloud 
from the copy of the MS to a trusted 
ally (Mrs. Author is usually very in- 
terested and kind) who makes light soft 
pencil marks in the margins of affected 
lines of the proof. 

Next, the author should himself read 
the proof literally letter by letter, 
punctuation mark by punctuation 
mark, for typography, for page num- 
bering, as to headings, as to technical 
terms, spelling, and everything. He 
then picks up all the markings made 
by his ally at the first reading, those 
he made at the “peep”, and marks the 
remaining faults he finds. 


Proof Corrections. 


Printers use standardized symbols 
to denote corrections. The author will 
find it well worth-while to secure a copy 
of the table of Standard proof-correc- 
tion symbols and to use them. He must 
be careful, however, to use them cor- 
rectly and clearly. Ink, and a good, 
fine nib, or a good ball point pen which 
makes clear, thin marking, should be 
used in making proof corrections. 
(Proof paper sometimes will not take 
ink cleanly.) 











DESIGNATIONS OF MEMBERSHIP. 


Designations indicating membership in the Society are:— 
F.A.S.A.—Fellow. 
A.A.S.A.—Associate and Provisional Associate. 


The correct designations of the Society should be used 
in place of those of former Institutes which have now 
ceased to exist. 
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Auditors Should be Independent 


By E. T. SPACKMAN 


UBLIC companies are required to 
appoint qualified auditors, briefly, 
to examine the accounts and report to 
the members whether the balance sheet 
is a true statement of the affairs of the 
company according to the books. The 
audit, to be of value, must be an in- 
dependent check and this is assured 
by the following persons being disqua- 
lified for appointment :— 


Companies Act 132 (7)— 
(a) A director of the company; 


(b) A partner or employee of a di- 
rector ; 


(c) An employee of the company; 


(d) A person who is a partner of or 
in the employment of an em- 
ployee of the company; 


(e) A person who is or becomes in- 
debted to the company in an 
amount exceeding £250. 


In Victoria, unlike the other States, 
the Companies Act does not require a 
proprietary company to appoint an au- 
ditor, except a proprietary company 
which is a subsidiary company in rela- 
tion to a holding company (within the 
meaning of Section 125) which is not 
itself a proprietary company. 


A large proportion of Victorian pro- 
prietary companies, in accordance with 
their Articles of Association, do have 
their accounts audited. Unfortun- 
ately, there is no legal restriction as to 
the person appointed. It is possible to 
appoint as auditor, a person who is a 
partner of a director or a partner of 
the secretary of the company or any 
such person disqualified from acting as 
auditor of a public company. The audit 
in these cases can hardly be deemed an 
independent check on the directorate 
and management. 

Australian Associated Stock Ex- 
changes have some strong views on au- 
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diting. They do not rely on statute 
law. If a company wants to be listed 
on the Exchanges, it must make appli- 
cation for official Listing and comply 
with all the Official List Requirements. 
The agreement is under seal and signed 
by the chairman and a director and 
secretary of the parent company pro- 
vides for the following, in relation to 
the auditing of accounts of subsidiary 
companies :— 

(a) that all present and future sub- 
sidiary companies shall be au- 
dited, 

(b) that no person shall be appointed 
or act as auditor for the sub- 
sidiary company unless his quali- 
fications would permit of his 
appointment as auditor for the 
parent company. 

(c) that a director or officer of the 
parent company or of the sub- 
sidiary company or a partner in 
any business with or an em- 
ployer or employee of any such 
director or officer shall not be 
capable of being appointed or of 
acting as auditor of the sub- 
sidiary company. 

These requirements go beyond the 
present statutory provisions as affect 
ing public companies and subsidiaries 
of public companies. 

The Stock Exchange appears de- 
termined that accounts of every pro- 
prietary company over which it has any 
control, by reason of the parent com- 
pany being listed on ’Change, shall be 
audited. Further, it disqualifies some 
persons in addition to those barred by 
the Act from acting as auditors for 
public companies and it applies all the 
disqualifications for appointment as au- 
ditor to proprietary companies with 
which it is concerned. Evidently, the 
Exchange is of opinion that company 
legislation is out of date as regards au- 
diting of accounts of companies. 
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In Defence of Accounting as a Science 
By B. L. MURRAY, M.Com., A.AS.A., A.C.A.A. (Prov.) 


ACON, whose opinion may not 
lightly be disregarded, stated 
that the four great obstacles to learn- 
ing are 
regard for authority 
force of habit 
prejudice 
false conceit of knowledge. 
True, I may be guilty of the first in 
accepting Bacon’s statement. And 
shortly I may be judged guilty of the 
others. But how many accountants are 
innocent of these faults, how few are 
not impeded by these four great ob- 
stacles to learning? 


These thoughts were provoked by 
“Some Notes on Assumptions for Ac- 
countants” by Ashley Forster, F.A.S.A., 
F.C.LS. (Australian Accountant, Sept., 
1953, pp.369-374), a rejoinder to 
“Assumptions for Accountants” by F. 
R. Morgan, B. Com. (Hons.), A.C.LS., 
(Australian Accountant, Jan., 1953, 
pp.23-32). 


It is greatly to be regretted that Mr. 
Forster should seek to separate “prac- 
tical accountants” from “economic 
critics”, to deplore “the morass of 
economic theory” and to deprecate 
efforts to “link accounting practice 
with economic theory”. These emo- 
tionally-charged words and phrases do 
not aid objective analysis of the prob- 
lems raised by Mr. Morgan and are best 
omitted from scientific papers. 


And now I also should like to use 
some emotionally-charged words and 
phrases. Prominent amongst the 
world’s myths and legends is that there 
exists on the one hand a large body of 
taciturn, practical accountants and a 
perhaps smaller, but vociferous body of 
economists who are not “practical 
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men”, and that accounting and econo- 
mics are as East and West. 

It should hardly be necessary to point 
out that members of the accounting 
profession are correctly described as 
“accountants”, and not by the coined 
compound noun  “practical-account- 
ants”. 


Nor should it be necessary to explain 
that the noun “economist” merely des- 
cribes members of another profession, 
is not a synonym for “impractical 
theorist”, and should not be regarded as 
a convention term of abuse. (I do not 
suggest that Mr. Forster is responsible 
for the perversions of the English 
language, but they have affected his 
attitude, just as they have affected the 
attitude of others.) 


The second part of the legend has 
it that accounting and economics are 
as East and West. This is more im- 
portant, and more difficult to disprove. 
It may be best achieved by an exami- 
nation of the classification of science. 

Science is the study of the universe, 
a vast subject. In the beginning, how- 
ever, while man’s knowledge was not 
extensive, it was possible for one person 
to keep abreast of developments in the 
various fields of science, and to contri- 
bute to the advancement of knowledge 
in all or several of those fields. 


This position obtained for thousands 
of years. But man’s knowledge was 
increasing to such an extent that no 
one person could hope to keep abreast 
of developments in all fields, still less 
contribute to the advancement of know- 
ledge in the various fields. Specialisa- 
tion became necessary if knowledge was 
to be further extended. The universe 
remained “one and undivided”, but 
science, the study of the universe, was 
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{MN DEFENCE OF ACCOUNTING AS A SCIENCE—Continued 


progressively subdivided. The physical 
sciences and social sciences as we know 
them today were developing. The 
classification of sciences was, and is, in 
the nature of all classifications, arbi- 

The border lines between the 
different fields of study were not always 
clearly defined, and as further sub- 
divisions of science developed the 
merging of borders has served to em- 
phasise the essential “oneness” of 
science. 

And economics is a science. The 
terms ‘science’ and ‘scientist’ are fre- 
quently used — loosely — as relating 
solely to natural sciences and workers in 
those fields. This is no more justifi- 
able than that the term ‘doctor’ should 
be regarded as a synonym for ‘phy- 
sician’ or ‘surgeon’. That economics 
is a science is regarded by Stigler, for 
example, as self-evident (which it 
should be). He commences his “The- 
ory of Price” with the phrase: 

“Since economics is a science. . .”“) 
Amongst the sciences, economics is not 
unique, and its theories may be subject 
to criticism just as are the theories of 
other sciences. On this score, may we 
note Muromtseff’s comment :— 

“Study of the history of science... 
would show clearly . . . that immu- 
table theories may lose their im- 
mutability under the pressure of 
new facts, new ideas, or new 
scientific methods. One may find 
case histories in which the great- 
est scientific authorities were not 
infa'lable in that respect” ®). 


A study of “the morass of economic 
theory” may persuade Mr. Forster that 
the history of economics reveals fewer 
Morasses than that of many other 
sciences — consider, for example, the 





1. George J. Stigler “The Theory of Price” 
(MacMillan, New York, 1947) p.3. 

2.1. E. Muromtseff “Of What Value is 
History?” in Electrical Engineering, Nov. 
1949, pp.45—948 at p. 947. 
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history of physics, with the doctrine 
of the peripatetic elements, the phlo- 
gistic theory, Dalton’s theory, etc. Re- 
lative to other sciences, economics has 
little of which to be ashamed. Mea- 
sured against the ideal standards be- 
loved of some accountants it has — but 
what science has not? I am concerned 
lest Mr. Forster’s Criticism should 
have misled some of our fellow ac- 
countants. 

A study of fields closer to home might 
yield Mr. Forster an even larger num- 
ber of morasses than those which he 
found in economics, for although 
“much has been done in recent years by 
leading Australian accountants to re- 
move from the profession the stigma 
of a debit and credit mumbo-jumbo”) 
much remains to be done. Concerning 
this debit and credit mumbo-jumbo, a 
criticism in wider fields by Dr. Ahmad 
might be regarded as apposite :— 

“,.. this intermingling of magical 
concepts and religious beliefs with 
scientific thought, which started 
right in the beginning, remained 
one of the dominant features for 
many centuries; and was, and per- 
haps still is, responsible for the 
slow victory of rational thought 
over superstition and out-moded 
belief”. 

The perhaps chastening effects of 
these comments may have easier the 
task of persuading accountants that 
accounting lies within the field of eco- 
nomics. My problem is how best to 
achieve this without undue discussion 
of the definition of economics. 

The story is told that, during World 
War II, Keynes and two other leading 
economists were closeted in an attempt 





1. John L. Curtis, Dip.Com., “The Treatment 
of Manufacturing Expense under a 
System of Standard Costs” in The Aus- 
tralian Accountant, Jan., 1949, p.1. 


2. Dr. Nazir Ahmed “Scientific Thought 


through the Ages” in Nature, August 30, 
1952, pp. 340-345, at p.340. 
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to solve an economic problem worrying 
Churchill. Some days later, they 
emerged with four solutions, including 
two by Keynes. 


Similarly, there is no single defini- 
tion of economics. Most, however, 
convey much the same idea of the scope 
of the subject. Thus, for example, 
Todd defines economics as “the syste- 
matic study of . . . ordinary business 
and social relations’®). Stigler says 
“economics is the study of the prin- 
ciples governing the allocation of scarce 
means among competing ends when the 
objective of the allocation is to maxi- 
mize the attainment of the ends.” “), 
Hicks says one braich of economics? 
“might be described as Social Account- 
ing, for it is nothing else but the ac- 
counting of the whole community or 
nation, just as Private Accounting is 
the accounting of the _ individual 
firm’®), John Stuart Mill wrote that 
“the conception Political Economy as a 
branch of science is extremely modern ; 
but the subject with which its enquiries 
are conversant has in all ages neces- 
sarily constituted one of the chief prac- 
tical interests of mankind, and, in some 
a most unduly engrossing one. That 
subject is Wealth. Writers on Political 
Economy profess to teach, or to in- 
vestigate, the nature of Wealth and the 
Laws of its production and distribu- 
tion.”’®). 





. John A. Todd “The Science of Prices” 
(Oxford Se Press 1927) p. vi. 

. Stigler, op.cit., p. 
J. Hicks Cone” Social Framework” 


: (Oxford University Press, 1942) p. vi. 
. John Stuart Mill “Principles of Political 
Economy” (Longmans, Green, Reader and 


Dyer, London, 7th Ed. 1871) Vol. 1, p.1. 


These definitions of economics rea- 
sonably indicate that accounting 
(which I hesitate to define) forms part 
of the science of economics. At least, 
those who dispute the issue should 
admit that there is a case, a strong 
case. 

Strictly speaking, accounting seems 
to fall across the fields of economics 
and history, just as does economic his- 
tory, and it may be fairer to class the 
accountant, like the statistician, as an 
economic historian. Perhaps not. 
Economic history has been likened to 
the stern light of a ship, which illumes 
the waters over which the ship has 
passed. I should prefer to class ac- 
countants more economists than his- 
torians. 

This brings me to a final point. 
Fairly to emphasise the status of the 
accountant, to encourage the study of 
accounting as a science (or branch of 
a science), and to discourage the belief 
that accounting, like witchcraft, is an 
art, may I suggest that accountants 
should be described as ‘commercial eco- 
nomists’. 

It would be pleasant to believe that 
this article should provoke discussion, 
that it should break “the relative silence 
of the great body of practical account- 
ants” of which Mr. Forster wrote. 
But it seems unlikely. Mr. Carroll, an 
authority whom we both respect, sug- 
gests the yiere-/ answer :— 


ee her great surprise they all 
THOUGHT in chorus (I hope you poe 
stand what THINKING IN “CHORUS 
means—for I must confess that I don't) 
‘Better say nothing at all. Language # 
worth a thousand pounds a word’”). 





3. — Carroll “Alice through the Looking 
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Book Reviews 


THE PRACTICE OF PUBLIC ACCOUNT- 
ING: A. S. Donnelly; Butterworth & Co. 
(Australia) Ltd.; pp. 168 + XIV; Price 36/-. 
post free. 

The author in his preface states that 
his book is an effort to fill a gap in 
accounting literature, namely, the “or. 
ganizational” aspects of public practice. 
In the succeeding pages he proceeds to 
deal with the advantages and dis- 
advantages of public accounting; the 
means of entering thereinto; the or- 
ganization and development of a prac- 
tice; and Staff and financial problems 
involved. 


To all of these there is an interesting 
and informative approach from a prac- 
tical viewpoint. The information 
covers adequately the queries of anyone 
seeking to enter the profession, and 
may be the desirable means of dis- 
pelling false ideas, or, on the other 
hand, of quelling false fears of such 


enquirers, both results being to the 
ultimate good of the profession. 

In later chapters many practical 
aspects of a public accountant’s work 
are dealt with, including financial state- 
ments from incomplete records; ac- 
counting services for small businesses ; 
and practical aspects of taxation work; 
all informative and well expressed, ap- 
parently culled from personal experi- 
ence. 

There are useful chapters on current 
trends in accounting, costing and 
budgeting, standardisation of records 
and procedures, and the integration of 
cost and financial accounting. 


A foreword by that well-known 
authority, Mr. A. A. Fitzgerald, states 
“to the busy practitioner no less than 
the neophyte this book should be wel- 
come”, and with this view your re- 
viewer heartily concurs.—C.R.B.J. 





IN DEFENCE OF ACCOUNTING AS A SCIENCE— Concluded 


If these remarks appear to be yet 
“another example of the type of flagel- 
lation” of which Mr. Forster complain- 
ed, I sincerely hope that accountants 
are not, as he suggested “far too busy 
to take them seriously.” 


The establishment of a Chair in Ac- 
counting at the University of Mel- 
bourne—currently the joint aim of the 
Society and the Commerce Graduates’ 
Association—would be the most im- 
portant step in the history of the 
accounting profession in Australia and 
would do much to advance accounting as 
ascience. For Mr. Forster is right. We 
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are busy men. And we can not spend 
as much time as is needed on the 
problems which we discuss. Account- 
ing needs to develop its research staff. 
No other profession expects that its 
general practitioners should also be 
responsible for research; they are con- 
cerned with the application of tech- 
niques, etc., not with their discovery. 
This is perhaps the most important 
point which emerges from the papers 
by Mr. Morgan, Mr. Forster and me. 
I hope it encourages our fellow 
accountants to support to the limit the 
appeal for funds to endow a Chair in 
Accounting. 








Company Registrations, 1952-53 


By R. E. Maskell 


A summary was conducted recently to ascertain the number of pro- 
prietary/private companies registered in each State on 30th June, 1953. 
Appreciative thanks is conveyed to the Registrar in each State for 


this information. 





Source of Information. 


Reply. 





Companies Registry, 
City, Canberra. 


Registrar of Companies, 
Adelaide. 


Companies Office, 
Supreme Court, Perth. 


Companies Registration 
Office, Supreme Court 
House, Brisbane. 


Registrar-General’s 
Department, Sydney, 
N.S.W. 


Offices of the Registrar- 
General and Registrar of 
Titles, Melbourne. 


Supreme Court Registry, 
Hobart. 


Australian Capital Territory. 

There is no provision in the Company Law of the 
Territory for the registration of proprietary or 
private companies. 

All companies are registered as public companies 
although some may include the word proprietary 
as part of their names and trade as private com- 
panies. 


“Unfortunately the statistics kept by this Office do 
not show the number of Companies registered 
(existing) as at 30/6/53.” 


“there were 1,277 ‘active’ locally incorporated pro- 
prietary companies on the Register.” 


Proprietary, 3,235; Public, 1,482; Others, 195. 


“the information required in unavailable.” 


“that the number of Proprietary Companies now 
registered number approx. 13,166, and that the 
number of Companies registered for the year end- 
ing 30th June, 1953, were 13 Proprietary and 893 
Public, and that of the Public Companies about 
95% will ultimately be converted to Proprietary 
Companies. The above total of Proprietary Com- 
panies does not include Foreign Proprietary Com- 
panies, i.e., Companies incorporated outside Vic- 
toria. 


“The number of Private and Proprietary Companies 
registered as at 30/6/53, in Tasmania was 1,203, 
with a nominal capital of £32,949,904. 





—— 
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Cash and Bank Reconciliations 


By H. THORNTON, A.AS.A., 
Instructor of Commercial Studies, Reconstruction Training School 


T the end of each month you must 

agree the cash book balance with 
the balance shown in your Bank Pass 
Book or Bank Statement. This Pass 
Book or Bank Statement is a copy of 
your ledger account in the bank’s 
books. 

Usually there is a difference in the 
two balances due to items appearing in 
the cash book but not the bank record 
or vice versa. 

Examples are— 

Cheques not presented for payment 

by creditors, 

Bank charges, 

Deposits not credited by the bank. 

This Reconciliation of the two bal- 
ances is written in red ink in the cash 
book and will be drafted thus— 


Reconciliation Statement. 
Credit £ s. d. 
or Balance as per Bank 
Debit Statement 


Add 


Less 

Debit 

or Balance as per Cash 
Credit se oe ae 


To decide which items you add or 
subtract draw the following two 


diagrams— 
Credit Balance Overdraft 
Less Plus 


Plus Less 
Cash Book Cash Book 
| 


| | 
Cr. Dr. 





Dr. Cr. 








—_—_— 


| 
| 
| 
| 
| 
| 
| 
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Bank Bank 
| | 
| 

Cr. 





Cr. 





| | 
The first diagram is used when you 
have a credit balance in the bank and 
the second one is where the bank bal- 
ance is an overdraft. 


Take the following problem— 

Credit Balance in Bank .. .. £500 

Debit Balance in Cash Book .. £580 

The following discrepancies are 
noted— 


1. Unpresented Cheques . . £25 

2. Bank charges debited by 
bank but not in the cash 

not credited by 
sa: oe AGT & ee 





5 


. Deposit 
Bank .. 


1. Unpresented Cheques. 

Refer to the first diagram. Unpre- 
sented cheques have been entered on 
the credit side of your cash book there- 
fore they are in the column headed 
“Less.” These will be subtracted. 


2. Bank Charges. 

These appear on the debit side of the 
bank account and, as they are in the 
column marked “Plus,” they will be 
added. 


3. Deposit not Credited. 

This deposit has been entered on the 
debit side of the cash book and is the 
column headed “Plus.” 
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NEWS AND NOTES—Continued 
Reconciliation Statement. 


Credit Balance as per Pass 
ee ct ue 4s <a 6n..5 5 


Plus 


Bank Charges .. .. .. £5 

Deposits not credited 100 
— 105 
605 

Less 

Unpresented Cheques .. .. 25 

Debit Balance as per Cash 

Book .. 


Look for the position where the entry 
is made in the cash book or bank ac- 
count and, if it is in the column headed 
“Plus,” add the amount in your recon- 
ciliation. If it is on the side, marked 
“Less” the amount will be subtracted. 

Should you open your Reconciliation 
Statement with the Cash Book balance 
the Plus/Less rule will be reversed. 

In practice you will draft a tempor- 
ary reconciliation statement and, after 
reconciling the balances, enter in the 
cash book those items which appear in 
the bank record but not the cash book. 
Now balance your cash book, bring 
down the balance and prepare the Re- 
conciliation. The final reconciliation will 
usually contain only Unpresented 
Cheques and Deposits not credited by 
the bank. 





Trade Associations—Their Services to Industry 


In July, 1953, a conference of trade-associa- 
tion secretaries, sponsored by the Employers’ 
Federation of Victoria, was held and was at- 
tended by 53 secretaries representing 80 as- 
sociations with a total membership of more 
than 25,000 firms. 

The proceedings of the conference have now 
been published in booklet form and copies may 
be obtained on application to the Victorian 
Employers’ Federation. 

Papers included in the proceedings are— 

Opening address, by H. E. Forrester, Secre- 
tary, Guild of Furniture Manufacturers. 

The Provision and Use of Trade Statistics. 
by W. D. N. Johnson, Secretary, Master 
Drapers’ and Traders’ Association of 
Victoria. 

The Dissemination of Trade Association In- 
formation to Members, by V. R. Hill, 
Secretary, Melbourne Chamber of Com- 
merce. 

The Importance of Cost Surveys and Cost 
Accounting as a Function of Trade As- 


sociations, by G. A. Bennett, Secretary, 
Printing and Allied Trades Employers’ 
Federation of Australia. 

The Conduct of Deputations and Procedures 
to Follow in Government Relations. by 
A. J. B. Deacon, President, Road Pas- 
senger Service Operators’ Association. 

Public Relations and the Association’s Part 
in Plans for Trade Advancement, by 
John Handfield, Public Relations Con- 
sultant. 

Trade Associations’ Responsibilities to Free 
Enterprise, by R. Rowe, Federal Secre- 
tary, Associated Chambers of Com- 
merce of Australia. 

The objective of the conference was to help 
“to stir the imagination of trade associations 
to the role they must play in the future.” 
The published proceedings certainly measure 
up to this objective and well deserve close 
study by every trade-association secretary. 
It is intended to hold another one-day con- 
ference next year. 
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News and Notes 


VICTORIAN DIVISION 
Taxation Lectures 
During the month of November three out- 
standingly successful lectures on Taxation 
were arranged for members. Details of these 
lectures were:— 
Mr. K. P. Brady, B.Com., A.A.S.A.: “Pri- 
vate Company Taxation.” 
. E. A. Larcombe: “The Taxability of 
Goodwill.” 

Mr. K. C. Keown, F.A.S.A.: “Some Par- 
ticular Aspects of Section 51.” 

The courtesy of Mr. J. A. Neale, the De- 
puty Commissioner of Taxation, in making 
available two of his officers was great] 5 
preciated by members of the Society. r. E: 
C. Keown is Head of the Accountancy School 
at the Melbourne Technical College and has 
on several occasions assisted the Society in 
its lecture programmes, 

At the conclusion of the lectures many 
questions were asked and excellently answered 
by each of the speakers. 

Because of the popularity of these series, 
the average attendance at which was 300 
members, it is proposed to conduct a similar 
series next year. 

Golf Day 


Ninety members attended a golf day held 
on November 18, at the Huntingdale Golf 
Club. Very pleasant weather assisted to 
make the day a successful one. At the con- 
clusion of the golf, while members were en- 
joying the congenial atmosphere of the Club 
ouse, the “ype ommittee faced a 
“crisis” when it was found that Mr. F. E. Hay 
had won three of the four trophies. How- 
ever, the problem was solved to everyone’s 
satisfaction, and the State President of the 
Society, Mr. L. H. Dillon, presented the 
trophies to conclude a most enjoyable social 
meeting. 
Luncheon Meeting 
Mr. H. Pacini, Manager of the Sun News- 
Pictorial, addressed members at the November 
luncheon on the subject of “The Romance of 
Newspaper Publication.” Mr. Pacini’s ad- 
gave members an interesting picture of 
newspaper production and its development. At 
the conclusion of his address he gave some 
umorous examples of misprints and mis- 
quotes that appear in some newspapers from 
time to time. Mr. J. R. Barber, the State 
Viee-President, presided at the luncheon and 
moved a vote of thanks to Mr. Pacini, which 
was carried with acclamation. 


Gordon L. Wood Chair of Accounting 
All members of the Rey oss go peck cir- 
sed concerning the appeal for funds to 
‘tablish a “Gordon L. Wood Chair of Ac- 
counting” in the University of Melbourne. Al- 
ugh the response from members has been 
very heartening, it is felt that there are still 
*everal members who wish to assist either by 
contributing directly to the appeal or publicis- 
ing it among their associates. Fuller particu- 
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lars of the appeal are contained elsewhere in 


this issue. 
Additions to Libraries 
Central Library, Melbourne— 
Accountancy—General 
Survey of Accounting, 1952: L. W. Ascher. 
——. of Accounting—advanced, 4th ed. 
1952: H. A. Finney and H. E. Miller. 
Book-keeping and Accounts, 13th ed., 1952: 
E. E. Spicer and E. C. Pegler. 


Accountancy—Particular Types of Business— 

Accounting and costing in the paint indus- 

try, 1952: Paint Materials Trade Associa- 
tion. 

Standard expense accounting manual for 
department stores and specialty stores, 
1950: National Retail Day Goods Associa- 
tion. 

The retail inventory method and LIFO, 
1952: M. P. McNair and A. Hersum. 


Balance Sheets and Annual Reports— 
Accounting trends and techniques in pub- 
lished corporate annual reports, 6th ed., 
1952: American Institute of Accountants. 
A company guide to effective stockholder 
relations, 1953: American Management 
Association. 
Financial statements, rev. ed., 1952: R. D. 
Kennedy and S. McMullen. 
Financial statement analysis, 2nd ed., 1952: 
J. N. Myer. 
Shareholder relations manual, 1953: W. 
Smith. 
Professional— 
C.P.A. Handbook (2 volumes), 1952-3: 
American Institute of Accountants. 
Duties of Junior and Senior Accountants, 
1958: American Institute of Accountants. 
The practice of public accounting, 1953: A. 
8S. Donnelly. 
Random Reminiscences, 1951: Sir A. Cut- 
forth. 
Lord Plender: some writings and speeches, 
1951: Lady Plender. 
Professional people, 1952: R. Lewis and A. 
Maude. 
Employment outlook in accounting, 1951: 
.S. Department of Labour. 
Social Accounts— 
National accounts studies: Denmark and 
Switzerland, 1951: O.E.E.C. 
A standardized system of national accounts, 
1952: O.E.E.C. 
—General— 
Cost Accounting, 1952: A. Matz, O. Curry 
and G. Frank 


Cost Accounting, 4th ed. 1953: J. J. W. 
Neuner. 

Cost Accounting and productivity, 1952: 
0.E.E.C. 


Studies in costing, 1952: D. Solomons. 
Costing—Particular Types of Business— 
Cost Accountancy in agriculture, 1952: L. 
W. Bolton. 
Builders’ cost control bonusing & accounts, 
1952: F. Brandwood. 
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NEWS AND NOTES — Continued 


Report of an export in hospital cost- 
ing, 1952: Nuffield Provincia] Hospitals 
Trust. 

A ww? course in printers’ costing, 1953: 

. C. Aris. 

Estimating construction costs, 1953: R. L. 

Peurifoy. 
Internal Auditing— 

Case problems in internal Auditing and 
aes, 1952: Institute of Internal Audi- 
ors. 

Business Organization and Management— 

Modern business practice, 1953: J. R. 
Barber. 

Management dictionary, 1952: A. E. Benn. 

The Principles and Practice of Manage- 
ment, 1953: E. F. L. Brech. 

The business doctor, 1952: W. Pinner. 

Company control, 1952: T. G. Rose. 

College and university business administra- 
-_ 1952: American Council on Educa- 
ion. 

a og organization and management, 4th 
ed., 1952: J. E. Stone. 

The finance of local government; England 
and Wales, 1952: J. M. Drummond. 

Mathematics of retail merchandising, 1952: 
B. P. Corbman. 

Wage Incentives in Printing, 1952: British 
Federation of Master Printers. 

Financial Management, 2nd ed., 1953: R. J. 
Chambers. 

Introduction to business finance, 1953: B. B. 
Howard and M. Upton. 

Correspondence and mailing, 1952: F. J. 
Neale. 

The purpose and practice of motion study, 
1952: A. G. Shaw. 

Production and inventory control, 1951: E. 
Ritchie. 

Stores accounts and stores control, 5th ed., 
1953: J. H. Burton. 

Compensation and incentives for industrial 
executives, 1952: R. B. Fetter and D. C. 
Johnson. 

mics— 

Economics for the student, 1952: C. R. 
Curtis. 

a of business enterprise, 1952: L. 

. Doyle. 
Public Finance— 
Progressive taxation, 1952: F. Shehab. 
Income Tax— 

Income tax law and practice (Common- 
wealth), 1958: N. E. Challoner and C. 
M. Collins. 

Income tax, 20th ed. (Spicer & Pegler), 
1958: H. A. R. J. Wilson. 

Secretarial— 

Modern secretarial 
1952: F. W. Perks. 

Reminders for club secretaries 
surers, 1952: C. Wallace. 


Wwe 

The law relating to bills of exchange in 
Australia, 1958: B. B. Riley. 

Companies limited by guarantee and un- 
limited companies, 1952: J. W. Mayo. 


Srd_ed., 
and trea- 


knowledge, 
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Powers and duties of a liquidator in a vol- 
untary winding up, 1953: B. A. W. Holt. 

The company director, 1953: A. Read. 

Company meetings, 1951: W. F. Talbot. 

Public speaking and chairmanship, 19653: F. 
W. Mills. 

Law and practice relating to landlord and 
tenant in N.S.W., 4th ed., 1953: J. H. 
Hammond and C. Davidson. 

The law relating to wills, 1952: W. J. 
Williams. : 

Lectures— 

Selected readings in accounting and audit- 

ing, 1952: M. E. Murphy. 
Mathematics— 

The simple arithmetic of instalment trans- 
action, 1947: R. Paton. 

Ballarat and Geelong Branch Libraries— 

Classification in accounting, 1952: A. A 
Fitzgerald and L. A. Schumer. 

Accounting for commodity stocks, 1949: A. 
A. Fitzgerald. 

Costs and prices, 1949: S. R. Brown. 

Auditing for students, 1952: R. A. Irish. 

Wealth and income, 1950: B. Tew. 

Guide to Commonwealth income tax, 6th 
ed., 1953: J. A. L. Gunn and R. E. O'Neill 

Bankruptcy practice in Australia, 2nd ed, 
1951: N. S. Young. 

Proprietary and private sonpeniee in Aus- 
tralia, 2nd ed., 1952: R. K. Yorston and 
E. E. Fortescue. 

Australian mercantile law, 7th ed., 1962: 
R. K. Yorston and E. E. Fortescue. 

Bendigo and Latrobe Valley Branch Libraries: 

Philosophy of Accounting, 3rd ed., 1948: L. 
Goldberg. 

The elements of Accounting, 1947: L. Golé- 
berg and V. R. Hill. 

Accounting fundamentals, 1949: Yorston, 
Smyth and Brown. 

Advanced Accounting (3 vols.), 3rd ed, 
1952-8: Yorston, Smyth and Brown. 
Classifications in Accounting, 1952: A. A 

Fitzgerald and L. A. Schumer. | 

Analysis and interpretation of financial and 
operating statements, 1949: A. A. Fite 
gerald. 

Form and contents of Pig 7 financial 
statements, 1948: A. A. and G. E. Fit 

erald. , 

Principles and practice of mechanised At 
counting, 1948: V. L. Solomon. 

Accounting for commodity stocks, 1949: 4 
A. Fitzgerald. 

Cost Accounting, 1949: L. A. Schumer. 

An introduction to costing procedures, 1951: 
Yorston, Brown and Sainsbury. 

Costs and prices, 1953: S. R. Brown. 

Auditing for students, 1952: R. A. Irish. 

Statistical methods as applied to account 
ing peperta, 2nd ed., 1953: A. A. Fit 
gerald. 

Wealth and income, 1950: B. Tew. 

Guide to Commonwealth Income Tax, 

met 1988: J. A. Le Gene and R. ie 
e company secretary’s guide ietoris), 
and ed., 1952: R. K. Yorston and 8 

rown. 
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Bankruptcy practice in Australia, 2nd ed., 
1951: N. S. Young. 

Proprietary and private com 
tralia, 2nd ed., 1952: R. 
E. E. Fortescue. 

Australian mercantile law, 7th ed., 1952: 
R. K. Yorston and E. E. Fortescue. 

Australian commercial dictionary, 2nd ed., 
1950: R. K. Yorston. 


SECRETARIAL PRACTICE RESEARCH 
GROUP 


nies in Aus- 
. Yorston and 


The seventh successive year of the Group 
was carried through under the auspices of 
the Australian Society of Accountants, and 
the Group has continued to function with the 
usual interest and vigour throughout the 


year. 

There was no break in the continuity of the 
meetings on each alternate Wednesday and 
the syllabus programmes have been varied in 
their subject matter and helpful in a prac- 
tical way to members. 

It was a pleasure to be able to call upon 
some of the members of the former Common- 
wealth Institute to be among our guest con- 
tributors, and their services were generously 


given. 

Altogether twenty-four meetings were held 
during the year, and on thirteen occasions the 
contributor was a guest speaker and on eleven 
occasions from group members. This was the 
highest proportion of guest contributors in 
any year so far. 

The last annual meeting, on November 19, 
1952, was again very productive of good sug- 
gestions for ensuing syllabus programmes and 
almost without exception these suggestions 
were carried out. The following range of 
-— was covered in this order during the 
ear. 

What is T.W.I.: Mr. Eric Brightford. 

The Functions of Our Law Courts: Mr. Ed. 

F. Meier. 

Some Accounting Impressions from Over- 

seas: Mr. A. A. Fitzgerald. 

Master and Servant: Mr. J. R. Barber. 

The Making of an Executive: Mr. Ed. F. 

Working Capital Austral 

orking Capital in Australian Enterprises: 
Mr. K. C. Keown. sa 
Mechanisation in the Share Department: 
Mr. V. L. Solomon. 
The Short-Term Money Market: Mr. C. T. 
Looker. 
the 


Labour Mr. 
Chandler. » ae 


Film Night: I.P.A. and Moviesound. 
Public Relations as a Social and Economic 
Force: Mr. Eric L. Morris. 
Legal Aspects of Share Departments: Mr. 
L. V. Voumard. 
What Is the Small Business Man Entitled 
to Expect of Accounting? Mr. V. Mead. 
Company Secretary and the Auditor: 
od G. H. Matthews and Mr. Ed. F. 
r. 


Force: 
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*Loans on Mortgage: Mr. Perc. Bowyer. 

Mechanisation of Payroll and Tax ords : 
Mr. V. L. Solomon. 

Presentation of Published Accounts: Mr. 
George Findlay. 

Taxation—Evasion or Avoidance: Mr. H. P. 
Bowyer, Mr. V. Mead, Mr. Ed. Meier and 

Mr. H. T. Oakey. 

Case Study of Accounting Control: Mr. A. 
Richardson. 

Liabilitiy of Husband for Wife’s Debts: Mr. 
Vernon Corr. 

Preparing and Editing Manuscripts and 
Checking Proofs for Publication: Mr. J. 
R. Barber. 

The Board of Directors: Mr. R. Baxter. 

Psychological Testing in Staff Selection: 
Mr. Alf Chandler. 

Question and Discussion Night: Mr. R. 
Baxter in attendance. 

*Published in “The Australian Accountant.” 

1952 Subjects published during 1953:— 
Payment of a Dividend: Mr. A. Richardson. 
oe! for a Meeting of the Board: Mr. 
. T. Oakey. 


Office Manuals: Mr. H. G. Dixon. 

Attendances were well sustained right 
through the year, although the last few meet- 
ings were below average. Discussion periods 
have been well used in helpful comments by 
members, and well attended on a number of 
occasions by interested visitors. 

The Group has been encouraged by the 
willing co-operation of the State Registrar 
and his staff, who throughout an extremely 
busy year have been willing to meet every re- 
quest. We appreciate this very much. 

The full support of members is the surest 
guarantee that our eighth year will be equally 
as good as, if not better than, the preceding 
years. 

QUEENSLAND DIVISION 
Educationa] Group 

The second Study Course arranged by the 
Group, covering the period Tuesday, October 
27, to Wednesday, November 18, to study 
“Problems of an Expanding Business,” con- 
cluded on a most successful note. At the 
four nights of the course, an average attend- 
ance of 62 members listened with interest to 
the papers delivered and put their questions 
to the principal speaker, creating thereby 
much discussion, to the benefit of all present. 

Copies of the papers delivered at the study 
course of the Group are filed in the Society’s 
Library for further detailed study by any 
member desiring to do so. 

Rockhampton Branch 

The Divisional Council has been pleased to 
approve the formation of a Branch of the 
Society in Rockhampton. The first Branch 
Council will comprise the following members: 
Messrs. M. A. South, A. F. Tannock, C. J. Ed- 
wards, W. S. Merry, W. J. Hempenstall, G. A. 
Williams and C. B. Worthington. 

Another member, Mr. J. Bubb, has been 
appointed the Branch Secretary. The offices 
of the Branch will be located at East Street, 
Rockhampton. 
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At the first meeting of the Branch Council, 
held on November 5, 1953, Mr. M. A. South 
was appointed Branch Chairman and Mr. A. 
F. Tannock Deputy Chairman. 

The first meeting of members of the Branch 
will be held in Rockhampton on Friday, De- 
cember 4, 1953, when the State President, Mr. 
J. E. England, and the State Registrar will 
visit this City to address. members on the 
objectives and activities of hte Society. Mem- 
bers will be informed by circular of further 
details. 

Personal 

Mr. J. Hamilton Evans, A.A.S.A., formerly 
Clerk (Staff and Salaries) of the Accounts 
Branch of the Department of Agriculture and 
Stock, has been appointed Sub-Accountant, 
Brisbane. 

Mr. H. W. O'Neill, A.A.S.A., previously 
Senior Clerk at the Miscellaneous Branch of 
the Queensland Housing Commission, has been 
appointed Sub-Accountant, Brisbane. 

Mr. S. A. Woodall, F.A.S A., A.C.1.S., Sec- 
retary of the Millaquin Sugar Co. Ltd., has 
been appointed a Director of the Bundaberg 
Distilling Co Ltd., Bundaberg. 


WESTERN AUSTRALIAN DIVISION 
Personal 
Mr. W. D. Johnstone, A.A.S.A., has been 
appointed Accountant-Secretary of Common- 
— Oi] Refineries, Kwinana, Western Aus- 
ralia. 


AUSTRALIAN ACCOUNTANTS 
STUDENTS’ SOCIETY 


VICTORIAN DIVISION 

On Monday, November 16, discussions took 
place on the Intermediate Accounting papers 
for both Syllabus C and F. The discussions 
covering the Final Accounting papers for 
both syllabuses took place on Wednesday, 
November 18. 

On each evening the discussions were led 
by Mr. A. E. Speck, of Messrs. A. E. Speck 
and Associates, and the Council is once again 
most grateful to him for the interesting way 
in which the discussion was led and for the 
excellent manner in which the Model Answers 
were prepared. 


THE AUSTRALIAN INSTITUTE 
OF ACCOUNTANTS 


VICTORIAN DIVISION 
Annual General Meeting 
Members are notified that the Annual Gen- 
eral Meeting will be held at the Victoria 
Palace on March 22, 1954. Please note this 
date and make certain of being present. 


Victorian Division: Activities 

The Victorian Division broke new ground 
in setting ‘up a Discussion Forum on the 
rising level in Australia’s costs. Pronounce- 
ments by political leaders and prominent 
newspapers left no doubt that the increase in 
1 costs was leaving a great strain on the 
Australian economy. 
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In organising this series we were most for. 
tunate in obtaining the services of three estab. 
lished leaders in their various fields. The 
lectures were thrown open to the public, and 
many non-members attended. Considerable 
interest was taken by the local Press in the 
series and it is hoped that a keen cost sense 
will be aroused amongst Australian manufge. 
turers in this vital aspect of our economy, 

At the time of going to press the first of 
such leetures has been given and a brief 
synopsis is printed below. The two additional 
lectures will be reviewed in the January issue. 
Effect of High Costs on Economy 

The first lecture was given by Mr. ©, D. 
Kemp, Director, Institute of Public Affairs, 
on November 23. Mr. Kemp made it clear 
that Australia’s high costs had become the 
weak spot in the economic structure of Au 
tralia. On practically every other count, the 
economy looked fairly robust and the pros- 
pects on the whole remarkably good, but 
unless this aspect was corrected a most diff- 
cult situation was most certain to arise. This 
could become critical in the event of a drop 
in the price of wool, when it would be essen- 
tial that remedial steps be taken to correct 
the cost structure. 

Mr. Kemp did not attempt to provide an 
easy solution. He felt that a number of fac- 
tors would be helpful, for instance, higher 
production and increased output was a remedy 
which would alleviate the position consider. 
ably, but increased pene, had been 

roved to be a slow process. ven in the 

.S.A. the rate of productivity had not in 
creased more than 2 per cent. to 4 per cent 
over the whole manufacturing structure. 

Mr. Kemp’s main plea was for the 
operation of all sections in obtaining a bal- 
anced outlook on costs and he also urged that 
manufacturers endeavour to create a cost 
sense, when the matter would possibly correct 
itself. 


GENERAL COUNCIL 


Terminology Booklet 

Members will recall the issue in a Cost Bul- 
letin this year of a “Terminology of Cost At 
countancy”: this work had been made & sp 
cial project by all Divisions under the control 
of General Council. 

Following requests from outside members 
for copies, the Institute’s supplies of the Bul- 
letin had become exhausted and the Co 
had now decided to reprint it. On this occt 
sion the Terminology will be issued in 
form of a booklet with an attractive cover # 
a special cost of 5/-. 

Members, as well as students and others in- 
terested, who may wish to obtain copies ca? 
obtain supplies from the General Registral, 
Bank House, 11 Bank Place, Melbourne, 
offices of Divisions, at the price stated, w 
is post free. It is thought that no accountant 
library would be complete without a copy 
this booklet, which contains the recom 
mended terms for all aspects of costing wort 
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Brains and Height. 

In a recent issue of the Reader’s 
Digest, the argument was advanced 
that a tendency exists for tall men to 
possess more ability than short men. 
Support for this claim is derived from 
some queer statistics. For example, it 
was demonstrated that the lanky 
blokes held bigger life insurance 
policies than the little chaps. But this 
fact may not be an indicium of greater 
wealth; it may only go to show that 
the little chaps are more successful in 
dodging insurance canvassers. 

In the things that count, in character 
and mental attainments, I do not be- 
lieve that a man’s height plays any 
part. It may be, however, that in 
trifling ways height or lack of it may 
affect his behaviour and attitude. I 
happen to suffer from giraffe’s disease, 
my height being 6 feet 2 in. 

Scanty are the triumphs I have won; 
many are the disadvantages I have suf- 
fered through this disease. My most 
disagreeable sighte is that of my own 
face, but fortunately, as I threw my 
comb away years ago, the only occa- 
sion I have for looking into a mirror 
is when I shave. For some time I did 
not bother to do that. Without 
spectacles I am practically blind, and 
I used to shave without them. But too 
many accidents forced me into shaving 
with my glasses on. 

There I stand each morning with my 
legs spread apart, like a horse respond- 
ing to his Arab gharry driver’s whistle, 
trying to shave before a mirror de- 
signed to accommodate a person of 5 
feet six or seven. Beds have never 
been quite long enough so that I lie 
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with my legs curled up like snakes that 
have swallowed billiard balls — a 
glancing reference to the famous High- 
land knees. 

The only advantage I can recall 
occurred in my youth. My employer 
considered that a junior clerk who was 
not prepared to work back four nights 
a week was a waster heading straight 
for the gutter. Of course, we got no 
pay for overtime, but we received Is. 
tea money. On occasion we forfeited 
the dinner and spent the shilling at the 
theatre. By the time we got there, it 
was “standing room only” in the gods, 
and I confess to having had a better 
view of the stage than my friends. 

Does the giraffe’s stature modify his 
attitude to the ducks and vice versa? 
I can speak only for the giraffes and 
say that I love little people. I have en- 
slaved myself to a little wife; as for 
my grandchildren, my cup runs over. 
The most powerful influence in my life 
was the Presbyterian minister of my 
boyhood; my closest friend today is a 
partner; both about 5 feet high. In 
my mental life, my dearest friends are 
John Keats and Charles Lamb; both 
tiny fellows. I have many friends 
among the giraffes, but I cannot feel 
the same tenderness towards them that 
I do towards the wee laddies. 

But what do they feel about us? 
Does our size tend to oppress them? 
The only instance I know of where a 
little bloke has revealed his attitude 
to my kind is contained in Lamb’s 
“Many Friends” :— 

“There was my old friend, Captain 
Beacham —he died some six years 
since, bequeathing to my friendship 
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three stout young men, his sons, and 
seven girls, the tallest in the land. 
Pleasant, excellent young women they 
were, and for their sakes I did, and 
could endure much. But they were too 
tall. I am superstitious in that respect, 
and think that to a just friendship, 
something like proportion in stature 
as well as mind is desirable. Now I 
am five feet and a trifle more. Each of 
these young women rose to six, and one 
exceeded by two inches. 

“The brothers are proportionably 
taller. I have sometimes taken the 
altitude of this friendship; and on a 
modest computation I may be said to 
have known at one time a whole fur- 
long of Beachams. But the young 
women are married off, and dispersed 
among the provinces. The brothers 
are left. Nothing is more distasteful 
than these relics and parings of past 
friendships — unmeaning records of 
agreeable hours flown. There are 
fhree of them. If they hunted in 
triples, or even couples, it were some- 
thing; but by a refinement of persecu- 
tion, they contrive to come singly; and 
so spread themselves out into three 
evenings molestation in a week. 

“Nothing is so distasteful as the sight 
of their long legs, couched for con- 
tinuance upon my fender. They have 
been mates of India-men; and one of 
them in particular has a story of a 
shark swallowing a boy in the bay of 
Calcutta. I wish the shark had swal- 
lowed him. Nothing can be more use- 
less than their conversation to me, 
unless it is mine to them. We have no 
ideas (save of eating and drinking) in 
common. The shark story has been 
told till it cannot elicit a spark of at- 
tention; but it goes on just as usual. 
when I try to introduce a point of lite- 


rature, or common life, the mates g 
at me. When I fill a glass, they fill on 
too. 
“Here is sympathy. And for this 
poor correspondency of having a gift 
of swallowing and retaining liquor if 
common with my fellow-creatures, T 
am to be tied up to an ungenial int 
macy, abhorrent from every sentimer 
and every sympathy besides. But PF 
cannot break the bond. They are song. 
of my old friend”. } 
No matter what Elia says, I still love: 
him. If I have the pleasure of meeting” 
him in another place, I shall bore h 
as I have probably bored many other! 
little blokes. , 


Optimum Whisky. 


Sir Arthur Fadden tells the story of 
a visit to America during the pro 
hibition days. His companion had’ 
bought a bottle of bootleg whisky t 
take on a railway journey. On tasting” 
its contents, they discovered it to be @ 
combination of petrol, wool alcohol and 
arsenic. At least, it tasted like that 
They decided to get some service out of | 
the bottle by offering a drink to the 
negro car attendant. 

Rastus shuddered from head to heel” 
as he gulped down the drink. When” 
he recovered his breath, he exclaimed? 
“That there whisky’s just right”) 
Rastus had several more shots during” 
the journey, and on each occasion he 
made the same observation. “It’s jest 
ri’.” Curiosity provoked the Aus” 
tralians to enquire what was right 
about the whisky. Rastus replied? 
“It’s this way, suh. If it had been any” 
better, I wouldn’t have got it. If it] 
had been any worse, it would have 
bloody well killed me’. 
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